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ABOUT THIS REPORT 

For Fiscal Year 2011, the U.S. Environmental Protection Agency has elected to use the Office of 
Management and Budget’s three-part reporting approach as an alternative to the consolidated 
Performance and Accountability Report. In FY 2011, the EPA is producing an Agency Financial Report, 
an Annual Performance Report and an FY 2011 Financial and Program Performance Highlights, 
pursuant to the OMB Circular A-136, Financial Reporting Requirements. 

The EPA’s AFR provides fiscal and high-level performance results that enable the President, Congress 
and the public to assess our accomplishments for each fiscal year (i.e., October 1 through September 
30). It will also include the EPA’s FY 2011 Financial Statements Audit Report and FY 2011 
Management Integrity Act Report, which provides the Administrator’s assurance statement on the 
soundness of the agency’s internal controls for financial and programmatic activities and presents 
progress in addressing Office of Inspector General audit recommendations. 

The EPA’s APR provides information on the agency's performance and progress in achieving the goals 
established in its FY 2011–2015 Strategic Plan and FY 2011 performance budget. The report is 
prepared in accordance with the requirements of OMB Circular A-11, Preparation, Submission and 
Execution of the Budget. The EPA will produce the FY 2011 APR in conjunction with the FY 2013 
Congressional Budget Justification and will post it on the agency’s website at 
http://epa.gov/ocfo/budget/index.htm by February 6, 2012. 

In addition, the EPA will publish an online Financial and Program Performance Highlights, which 
presents key financial and performance information from both the AFR and APR in a brief, 
nontechnical, user-friendly format. The Highlights will be posted on the agency’s website at 
http://www.epa.gov/planandbudget/. 

How the Report Is Organized 

Administrator’s Letter 

The Administrator’s letter transmits the EPA’s FY 2011 AFR from the agency to the President and 
Congress. In the letter, the Administrator describes the agency’s missions, goals and accomplishments. 
The letter provides assurance that financial and performance data presented in the AFR is reliable and 
complete and conveys material internal control weaknesses and actions the EPA is taking to resolve 
them. 

Section I—Management’s Discussion and Analysis 

This section contains information on the EPA’s mission and organizational structure; selected agency 
performance results; an analysis of the financial statements and stewardship figures; information on 
systems, legal compliance, and controls; and other management information and initiatives. 
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Section II—Financial Section 

This section contains the Message from the Chief Financial Officer, the agency's financial statements 
and related Independent Auditor's Report, as well as other information on the agency’s financial 
management. 

Section III—Other Accompanying Information 

This section provides additional material as specified under OMB Circular A-136, “Financial Reporting 
Requirements.” The subsection titled “Management Challenges and Integrity Weaknesses” discusses 
the EPA's progress in strengthening management practices to achieve program results and presents 
the Inspector General’s list of top management challenges and the agency's response. 

Appendices 

The appendices include a list of relevant agency Internet links and a glossary of acronyms and 
abbreviations. 
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 ADMINISTRATOR’S LETTER
 

November 15, 2011 

The President 
The White House 
Washington, D.C. 20500 

Dear Mr. President: 

I am pleased to submit the U.S. Environmental Protection Agency’s Fiscal Year 2011 Agency Financial 
Report. This report presents the agency’s detailed financial information, accounting for the use of funds 
entrusted to us to carry out our mission to protect human health and the environment. It also provides 
readers with a sense of the agency’s priorities, strengths and challenges in implementing the programs 
used to fulfill our mission. The financial and performance data presented in this report are reliable, 
complete and updated. 

This is the first of three integrated reporting components. The remaining two reports, the Fiscal Year 
2011 Financial and Program Performance Highlights and the Fiscal Year 2011 Annual Performance 
Report, will be available in February 2012. 

The EPA at 40 

The EPA celebrated its 40th anniversary during 2010. For more than four decades, the EPA has worked 
to protect human health and the environment. It has matured into the world’s preeminent environmental 
regulatory agency, grounded in the core values of science, transparency and the rule of law. Although 
there is still much left to accomplish, the EPA has made significant strides in reducing the pollution that 
threatens our air, our water and our communities. During this fiscal year, we took action under the 
landmark Clean Air Act to build upon the EPA’s efforts to impact climate change. We also put a greater 
focus on community-level engagement to augment and reinforce the critical work of our state and tribal 
partners. The EPA is taking common-sense steps to achieve an ambitious vision for protecting and 
restoring America’s waters, ensuring the safety of chemicals, improving air quality, addressing climate 
change, cleaning up communities and ecosystems and strengthening the EPA’s scientific and 
enforcement capabilities. Further, we are improving the EPA’s internal operations to deliver 
environmental results for the American people. 

Management 

At the EPA, we take seriously our responsibility as stewards of taxpayer dollars. We continue to make 
every effort to be more efficient, effective and accountable and to eliminate waste wherever it is found. 
We are strengthening our internal controls to ensure the EPA achieves its financial and programmatic 
objectives in the most cost-effective manner. 

For FY 2011, both the EPA and the Office of the Inspector General identified no new material 
weaknesses. We also are addressing a number of less severe weaknesses for which corrective actions 
are under way. My assurance statement, provided under the Federal Managers’ Financial Integrity Act, 
appears in Section I, “Management’s Discussion and Analysis.” Section III, “Other Accompanying 
Information,” provides additional information on the EPA’s internal-control weaknesses. 

The inspector general, in compliance with the Reports Consolidation Act of 2000, has identified what he 
considers to be the EPA’s five most serious management challenges in FY 2011. While we are making 
progress, the Inspector General has acknowledged that it might take years to meet these challenges, 
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such as measuring the results of our programs on human health and the environment and ensuring that 
the nation has the funding needed to construct, repair and maintain its drinking-water and wastewater 
infrastructure. Meeting these human-health and environmental challenges also will require collaboration 
among many, including Congress, other federal agencies, states, tribes and communities. The EPA is 
committed to working with our partners and stakeholders to address these challenges. 

Future Direction 

The EPA will continue to lead our nation’s efforts to protect our air, water and land. We will put our 
expertise and energy to work to meet our responsibilities for enforcing the nation’s environmental laws 
and regulations, and we will collaborate with our state and local partners to find solutions for our most 
significant environmental challenges. Our work as One EPA provides a solid foundation for our future 
success, and I have tremendous confidence in the talent and spirit of our work force. Indeed, the EPA’s 
dedicated men and women look forward to the next 40 years with a renewed commitment to fostering 
healthier families, cleaner communities and a stronger America. 

Respectfully, 

Lisa P. Jackson 
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AB OUT  T HE  E P A
  
  


History and Purpose  
Born in the wake of elevated 
concern about environmental  
pollution, the EPA was established 
on December 2, 1970,  to 
consolidate in one agency a variety  
of federal research,  monitoring,  
standard-setting and enforcement  
activities to ensure environmental  
protection.  Since its inception,  the 
EPA has been instrumental in 
fostering  a cleaner,  healthier  
environment  for the American 
people.  Since 1970, America's  
environmental history has stood  
witness to both dramatic  events and 
remarkable progress.  

The Birth of the EPA 

Reorganization Plan No. 3 was an 
executive order submitted to 
Congress on July 9, 1970, by 
President Richard Nixon. The order 
consolidated components from 
different federal agencies to form the 
EPA, “a strong, independent agency” 
that would establish and enforce 
federal environmental protection 
laws. Reorganization Plan No. 3 was 
sent to Congress in agreement with 
the provisions of chapter 9 of title 5 
of the United States Code. The 
Reorganization Plan was enacted in 
Public Law 98-614. 

In FY 2011, the EPA celebrated 40 years of working to protect human health and the environment. 
From regulating vehicle emissions to ensuring that drinking water is safe; from cleaning up toxic waste 
to assessing and ensuring the safety of chemicals; and from reducing greenhouse gas emissions to 
encouraging conservation, reuse, and recycling, the EPA and its federal, state, local, and community 
partners and stakeholders have made enormous progress in protecting and sustaining the nation’s 
health and environment. America’s air, water and land are cleaner today than they were only a decade 
ago, and increasingly people are adopting a “greener” way of living. Across all sectors of society, 
people are making choices to preserve resources, prevent pollution and reduce impacts on the 
environment. 

The EPA has made exceptional progress in protecting the environment. Despite the historic 
environmental advances the EPA has made along the way, much work remains. The environmental 
problems the country faces today are often more complex than those of years past, and implementing 
solutions—both nationally and globally—is more challenging. These environmental concerns and other 
obstacles drive the agency’s commitment to ensure that communities, individuals, businesses, and 
state, local and tribal governments all have access to accurate information to assist in managing human 
health and environmental risks. 

T he E P A… 

 Develops and enforces 
regulations  

 Gives grants  to states, local  
communities and tribes  

 Studies environmental  issues  

 Sponsors partnerships  

 Teaches people  about the  
environment  

 Publishes information  

Mission 
The EPA’s mission is “to protect human health and the 
environment.” As America’s environmental steward, the EPA 
le ads the nation’s environmental science, research, education, 
assessment and enforcement efforts. Maintaining our core 
values of science, transparency, and the rule of law, the agency 
is  strongly committed to meeting growing environmental 
protection needs. The EPA's science provides the foundation for 
agency decision-making and the basis for understanding and 
preparing to address future environmental needs and issues. 
Increased transparency is vital for improving programmatic and 
financial performance. By making environmental information 
both available and understandable, the EPA advances its work 
and furthers public trust in its operations. 
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Organization 
The EPA’s headquarters are located in Washington, DC. Together, the EPA headquarters, 10 regional 
offices and more than a dozen laboratories and field offices across the country employ more than 
17,000 men and women. The agency’s employees are highly educated and technically trained. In fact, 
more than 50 percent of the agency’s employees are engineers, scientists and policy analysts. Many 
other talented individuals in scores of vital occupations, from legal and public affairs to finance and 
information technology, make up the agency’s workforce.  
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Collaboration with Partners and Stakeholders 
Addressing today’s complex environmental issues requires greater transparency and cooperative 
action; establishing and enhancing working partnerships between all levels of government and with 
private industry and nonprofit organizations; and leveraging the EPA’s resources with those of other 
federal agencies and state, local and tribal partners. The EPA, the states and the tribes largely share 
responsibility for implementing environmental laws and policies to protect human health and the 
environment. The EPA understands that government alone cannot begin to address all of the nation’s 
environmental challenges. 

A Framework for Performance Management 
To carry out its mission to protect human health and the environment, and in compliance with the 
Government Performance and Results Modernization Act, the EPA develops a five-year Strategic Plan 
(www.epa.gov/ocfo/plan/plan.htm), which establishes the agency’s long-term strategic goals, along with 
supporting objectives and measures. To support achievement of the long-term goals, objectives and 
measures, the EPA prepares an Annual Performance Plan and Budget, which commits the agency to a 
suite of annual performance measures. The EPA will report its results against these annual 
performance measures and discuss progress toward longer term objectives and measures in its Annual 
Performance Report, which the agency presents in its Congressional Budget Justification. 

The EPA developed its FY 2011 Annual Plan and Budget under its 2006–2011 Strategic Plan. On 
September 30, 2011, the EPA issued its FY 2011–2015 Strategic Plan, which advances the 
Administrator’s Priorities, and in FY 2011, the agency began assessing performance under this new 
plan. 
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Refocusing Performance Management in FY 2011 
To refocus attention on advancing its FY 2011–2015 Strategic Plan, in FY 2011 the EPA instituted two 
new practices that move the agency closer to a goal of using simpler and more meaningful 
performance information in managing programs and informing decision-making. For example, the 
Deputy Administrator holds quarterly meetings with senior leadership to discuss progress on agency 
priority goals, and at midyear and the end of the year on the full suite of performance measures. These 
meetings encourage transparency and a dialogue among national program managers and regions on 
program performance. 
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2011 PROGRAM P E R F OR MANC E 
  
  


During FY 2011, the agency made progress in advancing the Administrator’s priorities and mission 
goals. Specifically, the EPA and its partners achieved significant results under each of the five long-
term environmental goals established in the agency’s FY 2011–2015 Strategic Plan: 1) Taking Action 
on Climate Change and Improving Air Quality, 2) Protecting America’s Waters, 3) Cleaning Up 
Communities and Advancing Sustainable Development, 4) Ensuring the Safety of Chemicals and 
Preventing Pollution and 5) Enforcing Environmental Laws. 

Detailed FY 2011 performance results by strategic goal will be presented in the EPA’s FY 2011 APR, 
which the agency will issue with its FY 2013 Congressional Budget Justification and post on its website 
at www.epa.gov/ocfo/budget/index.htm by February 6, 2012. This section highlights the agency’s 
accomplishments in furthering the Administrator’s seven 
priorities. 

Taking Action on Climate Change. EPA is contributing 
to a movement toward more efficient energy use and 
reduced consumption of fossil fuels, which will reduce 
greenhouse gas emissions that are linked to climate 
change. To tackle climate change issues, the agency is 
taking a proactive approach to reducing greenhouse gas 
emissions by managing and collecting data on emissions 
and coordinating with federal, state and local government 
agencies and the international community. 

On August 22, 2011, the EPA opened the electronic 
Greenhouse Gas Reporting Tool for 2010 GHG reporting. 
Facilities emitting greenhouse gases reported 2010 
emissions to the EPA by September 30, 2011. This 
comprehensive, nationwide emission data will provide the 
EPA with a better understanding of the sources of 
greenhouse gases and will guide development of the 
policies and programs to reduce emissions. The publicly 
available data will allow facilities to track their emissions, 
compare them to similar facilities and identify cost-
effective opportunities for reducing emissions in the future. 
An estimated 85 to 90 percent of total U.S. greenhouse 
gas emissions from approximately 13,000 facilities will be 
reported to the registry. 

Improving Air Quality. The EPA is making historic 
progress toward improving air quality through the 
implementation of the Clean Air Act Amendments of 1990, 

Administrator Jackson’s
 
 
 
  
Priorities 
 
 
 
 

 Taking Action on Climate Change  
 

 Improving Air  Quality  

 Assuring the Safety of  Chemicals  

 Cleaning Up Our  Communities  

 Protecting America’s Waters  

 Expanding the Conversation on 
Environmentalism  and Working  
for Environmental Justice  

 Building Strong State and Tribal  
Partnerships  















particularly by developing new standards for vehicle emissions and fuel economy. In FY 2011, the EPA 
and the U.S Department of Transportation announced that they intend to propose new fuel-efficiency 
standards increasing fuel economy to 54.5 miles per gallon for cars and light-duty trucks by model year 
2025. The standards that EPA and DOT intend to develop could save approximately 4 billion barrels of 
oil over the lifetime of the model year 2017–2025 vehicles. In the near term, for model year 2013 cars 
and trucks, the EPA has unveiled the next generation of fuel economy labels, which provide consumers 
with more comprehensive fuel-efficiency information at retailers than is currently available. Specifically, 
the labels will compare energy use and purchase price between new electric cars and conventional 
gasoline-powered cars. 
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In April 2011, the EPA finalized an important settlement with the Tennessee Valley Authority, which will 
result in cleaner power generation in the United States. The settlement will ensure that 92 percent of 
the TVA’s coal-fired generating capacity will either be equipped with state-of-the-art air pollution 
controls for sulfur dioxide and nitrogen oxides or be permanently shut down by the end of 2018. The 
settlement also requires the TVA to spend $350 million on environmental mitigation projects, including 
energy efficiency and renewable energy projects that will result in further pollution reductions. 

In July 2011, the EPA finalized the Cross-State Air Pollution Rule, which will lead to capital investments 
in addition to those underway to comply with the predecessor rulemaking, the Clean Air Interstate Rule. 
Combined, these investments will help improve air quality for more than 240 million Americans from 
smog and soot pollution. The EPA estimates $120 to $280 billion in annual benefits associated with the 
rule. 

Assuring the Safety of Chemicals. In FY 2011, the EPA continued to ensure that health impacts 
associated with chemicals are reduced, and that restrictions are placed on harmful chemical 
substances. To ensure that safe chemicals are used in American commerce, the EPA developed action 
plans to address the priority chemicals methylene diphenyl diisocyanate and toluene diisocyanate. 
Diisocyanates, widely used in sealants, adhesives and coatings, are well-known dermal and inhalation 
sensitizers in the workplace and have been documented to cause asthma, lung damage and, in severe 
cases, fatal reactions. To increase transparency, the EPA has removed confidentiality claims for more 
than 150 chemicals and is reviewing 100 percent of newly submitted and, where appropriate, is 
challenging CBI claims for Toxic Substances Control Act health and safety studies. 

To make chemical data more accessible, the EPA finalized the 2012 Chemical Data Reporting Rule. 
Through use of the Chemical Data Access tool, Americans can access key information about chemical 
use. Additionally, the EPA has registered more than 2,500 products that meet the “Safer Product” label. 
The Design for the Environment Safer Product Labeling Program uses the EPA's chemical expertise 
and resources to carefully evaluate products and label only those that have met the program's 
standards. Use of the logo on products allows consumers to select environmentally friendly chemical 
products that do not sacrifice quality or performance. The “Safer Product” label can be seen on a 
variety of chemical-based products, including all-purpose cleaners, laundry detergents, and carpet and 
floor care products. 

In FY 2011, the EPA accelerated the pace of Pesticide Registration Reviews, the program that provides 
scientifically sound and transparent reviews of all pesticide chemicals on the market. The EPA’s 
Registration Review decisions achieve improved public health and environmental protection by directly 
contributing to reducing occupational poisoning and the presence of certain pesticides in urban 
watersheds. 

Cleaning Up Our Communities. Cleaning up contaminated sites and making them ready for reuse not 
only reduces human exposure to contaminants but also stimulates economic development. In FY 2011, 
cleanup activities funded by the EPA’s Brownfields Program, which provides grants and technical 
assistance to communities, states and tribes for the assessment, cleanup and redevelopment of 
formerly contaminated properties, leveraged 6,447 jobs. Since 1995, activities have leveraged over 
72,000 jobs. In FY 2011, EPA also instituted a new pilot program, called the Brownfields Area-wide 
Planning Program, under which 23 communities were awarded grants and provided with technical 
assistance to help develop strategies to address cleanup issues, facilitate community-based 
partnerships, and advance economic development and job creation through the leveraging of resources 
and investments. 

In FY 2011, EPA continued cleanup efforts at Superfund sites across all EPA regions. Some of the 
highlights of these efforts included: 1) the excavation and disposal of 173 tons of soil from a Superfund 
site at the Flash Cleaners site in Pompano Beach, Florida; 2) the reduction of contamination in the 
Portneuf River through the interception of more than 2.4 million pounds of phosphorous at the Eastern 
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Michaud Flats Superfund Site in the Southeast; and 3) the adoption of an interagency Federal Facility 
Agreement to remediate the Fort Detrick Area B Groundwater Superfund Site, once a testing and 
disposal area for chemical, biological and radiological materials, located in Frederick, Maryland. Wastes 
disposed of at the Fort Detrick site released hazardous chemicals into the ground water, contaminating 
residential drinking water wells. The FFA governs the cleanup and grants the EPA final authority over 
cleanup decisions. 

In response to the Japanese nuclear incident in March 2011, the EPA utilized its nationwide radiation 
monitoring system, RadNet, to collect and analyze data about radiation contamination in U.S. air, 
precipitation, drinking water and milk. To enhance transparency and respond to domestic public health 
concerns, the EPA created the Japan 2011 website, which contained near-real-time monitoring data 
and Japan-related sample analysis results. This data provided assurances to the American public that 
any radiation migrating to the United States from Japan was below levels of concern. 

Protecting America’s Waters. In FY 2011, the EPA provided expertise and funding to support local 
and state governments and tribes working to improve water quality. Through initiatives like the Urban 
Waters Program, and Clean and Drinking Water State Revolving Funds, the EPA is addressing the 
nation’s aging water infrastructure, reducing nonpoint source pollution and ensuring that America’s 
waters are clean and safe for recreation and commerce. 

Still, communities face many challenges. One such example is the complex environment of the Gulf of 
Mexico region. Numerous threats to the Gulf impact the protection, restoration, enhancement and 
management of coastal and natural resources. The EPA continues to play a significant leadership role 
in the Gulf of Mexico Alliance and supports the collaborative regional watershed projects. Additionally, 
development of the “Gulf of Mexico Ecosystem Valuation Database” (GecoServ) gives the Gulf of 
Mexico stakeholders the platform to plan and incorporate the value of ecosystem benefits into their 
decision-making processes. 

In May 2011, the EPA issued Clean Water Act Action Plan Implementation Priorities. Addressing these 
priorities will increase compliance with and expand transparency of the National Pollutant Discharge 
Elimination System, contributing to improved water quality. Since the Clean Water Act Action Plan was 
initiated in 2009, the EPA has worked collaboratively with state co-regulators to develop a wide range 
of new approaches to compel compliance through public accountability, including self-monitoring, 
electronic reporting and other methods. As of September 2011, NPDES permitting has prevented the 
discharge of 203 billion pounds of pollutants into waterways. The EPA and states exceeded their goal 
of issuing 763 designated priority NPDES permits. 

In December 2010, the EPA established the Chesapeake Total Maximum Daily Load, a comprehensive 
“pollution diet” for meeting water quality standards in the Chesapeake Bay and its tidal tributaries. The 
Chesapeake Bay TMDL includes strict limits on nitrogen, phosphorus and sediment and largely reflects 
detailed strategies submitted by the six watershed states and the District of Columbia for achieving the 
necessary pollution reductions. The TMDL is designed to ensure that all control measures needed to 
meet the jurisdictions’ Chesapeake Bay water quality standards are in place by 2025, with 60 percent of 
the actions completed by 2017. 

Expanding the Conversation on Environmentalism and Working for Environmental Justice. In 
FY 2011, the EPA led a number of initiatives designed to promote sustainable development in the 
United States and abroad and supported the use of technology innovation in solving environmental 
issues. In August 2011, the EPA Administrator and Brazil’s Minister of Environment formally launched 
the U.S.–Brazil Joint Initiative on Urban Sustainability, a global model for building greener economies 
and smarter cities. This initiative will demonstrate the economic, environmental and social benefits of 
increased investment in an urban environment through innovative public–private partnerships for green 
infrastructure projects. 
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The EPA also released the updated Enforcement and Compliance History Online website, which 
includes an interactive, comparative map and dashboard for Clean Water Act major and minor facilities 
along with an EPA–state enforcement map that allows users to compare enforcement activities across 
states by federal and state environmental agencies. In FY 2011, ECHO surpassed 10 million queries 
and is a featured site on www.data.gov. This website was recognized by President Obama as a model 
for government transparency for regulatory compliance data. 

In August 2011, the EPA reached a comprehensive settlement with the Department of the Interior to 
address alleged violations of waste, water, air, toxics and community right-to-know laws at schools and 
public water systems in Indian Country that are owned or operated by or the legal responsibility of the 
Bureau of Indian Affairs. The settlement impacts 60 tribes across the United States and will improve 
environmental conditions at 164 Department of the Interior schools in Indian Country, benefitting more 
than 40,000 students. The settlement will protect student and community health in Indian Country by 
reducing potential exposure to environmental hazards. 

During FY 2011, the EPA committed $1 million to address environmental justice challenges in 10 
communities across the nation. Through the Environmental Justice Showcase Communities initiative, 
the EPA is working to address and alleviate environmental and human health challenges. This 
regionally focused effort brings together governmental and nongovernmental organizations to pool their 
collective resources and expertise on the best ways to achieve real results in communities. 

Building Strong State and Tribal Partnerships. The EPA and its partners, the Department of 
Housing and Urban Development and the Department of Transportation, provided assistance through 
the Partnership for Sustainable Communities—a collaborative effort to coordinate and leverage 
resources among federal, state and local stakeholders. As part of a broader pilot project for transit-area 
development in the Massachusetts Fairmont-Indigo Corridor, the EPA will help fund the assessment 
and cleanup of more than 30 local brownfields sites, promoting economic development and community 
revitalization in the Boston neighborhoods of Roxbury, Dorchester and Mattapan. Additionally, the EPA 
participates in the Water Technology Innovation Cluster, a geographic concentration of firms that work 
together to solve water-related problems, promoting economic growth and technological innovation in 
Ohio, Kentucky and Indiana. 

To facilitate coordination with tribal governments and to consider tribal interests when carrying out the 
EPA’s programs to protect human health and the environment, on May 4, 2011, the EPA Administrator 
announced the EPA Policy on Consultation and Coordination with Indian Tribes. This policy sets 
standards for the consultation process, defining the what, when and how of consultation; designates 
specific agency personnel responsible for serving as consultation points of contact in order to promote 
consistency coordination the consultation process; and establishes a management oversight and 
reporting structure that will ensure accountability and transparency. 

During FY 2011, and after four years of consultation and facilitation support to the Oregon Department 
of Environmental Quality and the Confederated Tribes of the Umatilla Indian Reservation, the EPA 
developed recommendations to revise human health criteria for toxics based on an increased fish 
consumption rate. The Oregon Environmental Quality Commission approved new rules reflecting the 
recommendations on June 16, 2011. 
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American Recovery and Reinvestment Act of 2009 Reporting 
Since the end of FY 2009, the EPA has tracked program performance for six key ARRA-funded 
environmental programs that invest in clean water and drinking water projects, implement diesel 
emission reduction technologies, clean up leaking underground storage tanks, revitalize and reuse 
brownfields, and clean up Superfund sites. To date, the following have been achieved: 

•	 More than 660 projects have been funded to improve or maintain wastewater treatment works 
serving an estimated 79 million Americans, and more than 265 drinking water systems have been 
brought into compliance, serving over 7.4 million Americans. 

•	 Almost 30,000 diesel engines have been retrofitted, replaced or retired. 

•	 Hundreds of contaminated sites have been cleaned up, including 92 brownfield properties, more 
than 1,300 underground storage tanks and nine Superfund sites. Additionally, more than 50 
Superfund site cleanups have been accelerated. 

To ensure accountability and demonstrate progress toward meeting ARRA goals, the EPA provides 
quarterly performance updates at http://www.epa.gov/recovery/plans.html#quarterly. 
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FINANCIAL ANALYSIS AND STEWARDSHIP INFORMATION
 

Sound Financial Management: Good for the Environment, Good for the Nation 
The EPA carries out its mission to protect human health and the environment with the support of strong 
financial management. The accomplishments described in this section demonstrate that the EPA 
adheres to the highest standards for financial management. 

•	 Audit opinion. For the 12th consecutive year, the EPA’s OIG issued an unqualified or “clean” 
opinion on the agency’s financial statements. This means that the EPA’s financial statements are 
presented fairly in all material aspects and that they conform to generally accepted accounting 
principles for the federal government. In simple terms, a clean opinion means that that agency’s 
numbers are reliable. 

•	 Department of Treasury’s Collections and Cash Management. The EPA received an award 
from the Department of Treasury for the agency’s commitment to 100 percent Electronic Funds 
Transfer collections. The EPA is the first government agency to ever receive such recognition. 

•	 Compliance with federal financial systems requirements. The EPA is compliant with the 
Federal Financial Management Improvement Act, which means that the agency’s financial systems 
comply substantially with federal system requirements and accounting standards. The EPA uses 
reliable and timely information from its financial system to make sound decisions on the use of 
agency resources. 

The EPA also accomplished significant achievements in FY 2011, a few of which are highlighted below: 

•	 Financial management system. In FY 2011, the EPA implemented a component-based approach 
as its principal financial management systems strategy. This approach begins with the FY 2012 
launch of Compass, the core financial system that replaces the Integrated Financial Management 
System, the EPA’s legacy core financial system for the past 22 years. The introduction of Compass 
will improve the EPA’s financial stewardship by strengthening accountability, data integrity and 
internal controls. 

•	 Timely payments. The EPA paid 99.88 percent of its invoices on time and avoided late payment 
penalties. The improper payment rate was less than 0.12 percent, which means that the correct 
amount was paid to the right recipient in nearly every instance. Furthermore, the EPA paid 100 
percent of its grant payments electronically and 100 percent of them on time. 

•	 Policy verification. In FY 2011, the EPA conducted a comprehensive review of internal controls 
over its ARRA funds, as part of its new Policy Verification Compliance Initiative. The objective of the 
PVCI is to encourage management integrity and fiscal accountability. 

•	 Federal relocation services across government. The EPA’s Working Capital Fund continues to 
grow its relocation service offerings across the federal government. The agency provides services 
to the U.S. Department of Agriculture, Department of Labor and Transportation Security 
Administration for home sales, household goods and employee counseling for permanent change of 
station moves. 

•	 Indirect rate and annual allocation rates. During FY 2011, the EPA’s continued development and 
preparation of cost recovery packages resulted in significant gains for the agency. The EPA 
recovered approximately $112 million in Superfund indirect costs and collected $9.7 million in 
interagency indirect costs. 
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•	 Balanced checkbook. The EPA’s checkbook is balanced—the agency general ledger matches the 
fund balance records maintained by the Department of the Treasury. This match translates to 
greater integrity of financial reports and budget results. 

•	 Improved management of unliquidated obligations. In FY 2011, the agency implemented a new 
policy and launched an automated system, which resulted in a review of 100 percent of agencywide 
ULOs and increased data transparency. 
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Financial Condition and Results 
Financial statements are formal financial records that document the EPA’s activities at the transaction 
level, where a "financial event" occurs. A financial event is any occurrence having financial 
consequences to the federal government related to the receipt of appropriations or other financial 
resources; acquisition of goods or 
services; payments or collections; 
recognition of guarantees, benefits to be 

Number C runc hing provided, and other potential liabilities; or 
other reportable financial activities. 

•	 Assets: What the 
EPA owns and The EPA prepares four consolidated 
manages. statements, including: 1) Balance Sheet, 

2) Statement of Net Cost, 3) Statement of 
•	 Liabilities: Amounts Changes in Net Position, and 4) Statement 

the EPA owes of Custodial Activity, and one combined 
because of past statement, the Statement of Budgetary 
transactions or Resources. Together, these statements 
events. with their accompanying notes provide the 

complete picture of the EPA’s financial •	 Net Position: The difference between the EPA’s 
situation. Reviewers can glean a snapshot assets and liabilities. 
of the EPA’s overall financial condition by 
examining key pieces of information from • Net Cost of Operations: The difference between 
these statements. The complete the costs incurred by the EPA’s programs and the 
statements with accompanying notes, as EPA’s revenues. 
well as the auditor’s opinion, are available 
in Section II of this report. 

The Balance Sheet displays assets, liabilities and net position as of September 30, 2011, and 
September 30, 2010. The Statement of Net Cost shows the EPA’s gross cost to operate, minus 
exchange revenue earned from its activities. Together, these two statements provide information about 
key components of the EPA’s financial condition—assets, liabilities, net position and net cost of 
operations. The chart that follows depicts the agency’s financial activity levels since FY 2009. 

Balance Sheet Trend 
(dollars in billions) 
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FY 2011 Composition of Assets 
3% 1% Fund Balance with Treasury, $12.6 

4% 0% billion 
33% Investments, $7.1 billion 

Property, Plant and Equipment
(Net), $0.97 billion 
Accounts Receivable (Net), $0.55 
billion 
Other Assets, $0.25 billion 

59% 

Loans Receivable, $.002 billion 

FY 2010 Composition of Assets 
2% 

1% Fund Balance with Treasury, $14.6 
4% 0% billion 

31% 
Investments, $7.2 billion 

Property, Plant and Equipment 
(Net), $0.92 billion 
Accounts Receivable (Net), $0.46 
billion 
Other Assets, $0.23 billion 

62% 

Loans Receivable, $.005 billion 

 

Assets—What the EPA Owns and Manages 

The EPA’s assets totaled $21.55 billion at the end of FY 2011, a decrease of $1.9 billion from the FY 
2010 level. This change is a result of a decrease in the Fund Balance with Treasury primarily related to 
the cash that was carried forwarded to the FY 2010 Beginning Balance from the ARRA State & Tribal 
Assistance Grant program. The EPA received the program's budgetary authority in FY 2009, the 
majority of which was not disbursed fully until FY 2010. 

In FY 2011, almost 92 percent of the EPA’s assets fall into two categories: 1) its Fund balance with the 
Department of the Treasury, the equivalent of the agency’s “checkbook” balance available to pay 
expenses, and 2) investments that will be used to pay for future Superfund or Leaking Underground 
Storage Tank cleanups. All of the EPA’s investments are backed by U.S. government securities. The 
graphs that follow compare the agency’s FY 2011 and FY 2010 assets by major categories. 
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Liabilities—What the EPA Owes 

The EPA’s liabilities were $ 2.4 billion at the end of FY 2011, marking an increase of $60 million from 
the FY 2010 level. The overall increase in EPA’s liabilities is attributed primarily to the increase in 
Cashout Advances, Superfund in FY 2011 resulting from additional Special Account Settlements 
primarily from Helca Mining Company, General Motors and Tronox Incorporated. 

In FY 2011, the EPA’s largest liability, its combined accounts payable and accrued liabilities, includes 
$0.97 billion and represents 40 percent of what the agency owes. The next largest category, 
representing 33 percent of the EPA’s liabilities, covers Superfund cashout advances that include funds 
paid by the EPA to fund cleanup of contaminated sites under the Superfund program. The remaining 
two categories represent 27 percent of the agency’s liabilities. Payroll and benefits payable include 
salaries, pensions and other actuarial liabilities. Other liabilities include the EPA’s debt due to Treasury, 
custodial liabilities that are necessary to maintain assets for which the EPA serves as custodian, 
environmental cleanup costs and other miscellaneous liabilities. The graphs that follow compare FY 
2011 and FY 2010 liabilities by major categories. 

40% 

33%14% 

13% 

FY 2011 Composition of Liabilities 

Accounts Payable and
Accrued Liabilities, $0.97 
billion 
Cashout Advances, 
Superfund, $0.79 billion 

Other, $0.33 billion 

Payroll and Benefits, $0.32 
billion 
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46% 

27% 
13% 

13% 

FY 2010 Composition of Liabilities 

Accounts Payable and Accrued
Liabilities, $1.08 billion 

Cashout Advances, Superfund,
$0.64 billion 

Other, $0.31 billion 

Payroll and Benefits, $0.31 
billion 



 

   
 

       
  

 

 
 

 
 
  

 
 

  

   

 
 

   
 

  
 

  

   

 
 

   
 

Net Cost of Operations—How the EPA Used Its Funds 

The graphs that follow show how the EPA divided its funds among its five program goal areas in FY 
2011 and FY 2010: 

11% 

49% 

18% 

15% 7% 

FY 2011 Net Cost by Goal 
Clean Air, $1.18 billion 

Clean & Safe Water, $5.37 
billion 

Land Preservation & 
Restoration, $1.95 billion 

Healthy Communities &
Ecosystems, $1.57 billion 

Compliance & Environmental
Stewardship, $0.80 billion 

10% 

55% 

16% 

12% 7% 

FY 2010 Net Cost by Goal 
Clean Air, $1.19 billion 

Clean & Safe Water, $6.385 
billion 
Land Preservation & 
Restoration, $1.89 billion 
Healthy Communities &
Ecosystems, $1.45 billion 
Compliance & Environmental
Stewardship, $0.79 billion 

Goal areas: clean air and global climate change, clean and safe water, land preservation and 
restoration, healthy communities and ecosystems, and compliance and environmental stewardship. 
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Responsible Financial Stewardship 

The EPA serves as a steward on behalf of the American people. The chart below presents two 
categories of stewardship: RSI (Stewardship Land) and RSSI (Research and Development, 
Infrastructure, and Human Capital). In FY 2011, the EPA devoted a total of $5.3 billion to its 
stewardship activities. 

Per Federal Accounting Standards Advisory Board, stewardship investments consist of expenditures 
made by the agency for the long-term benefit of the nation that do not result in the federal government 
acquiring tangible assets. As reflected in the graph below, the FY 2011 land totals $438,000. 

FY 2011 Stewardship 
(Dollars in Thousands) Human 

Land, $0.004 
billion, 

0% 

Capital, 
$0.037 bilion, 

1% 

R & D, $0.68 
billion, 13% 

Infrastructure, 
$4.6 billion,  87% 

•	 Infrastructure efforts focus on clean water and drinking water facilities. The EPA funds construction 
of wastewater treatment projects and provides grants to states to support wastewater and drinking 
water treatment facilities. The EPA devoted nearly $4.6 billion in FY 2011 to projects to ensure that 
people have clean, safe drinking water. 

•	 Research and development activities enable the EPA to identify and assess important risks to 
human health and the environment. This critical research investment provides the basis for the 
EPA’s regulatory work including those to protect children’s health and at-risk communities, drinking 
water, and the nation’s ecosystems. 

•	 Human capital includes the EPA’s educational outreach and research fellowships, both of which are 
designed to enhance the nation’s environmental capacity. 

•	 Land includes contaminated sites to which the EPA acquires title under the Superfund authority. 
This land needs remediation and cleanup because its quality is well below any usable and 
manageable standards. To gain access to contaminated sites, the EPA acquires easements that 
are in good and usable condition. These easements also serve to isolate the site and restrict usage 
while the cleanup is taking place. 

A detailed discussion of this information is available in the Required Supplementary Stewardship 
Information located in Section III of this report. 
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Financial Management for the Future 
As challenges to the environment grow, sound stewardship of the EPA’s financial resources becomes 
increasingly critical to the agency’s ability to protect the environment and human health locally, 
nationally and internationally. Reliable, accurate and timely financial information is essential to inform 
decisions on how to address land, water, air and ecosystem issues. 

To strengthen the EPA’s financial stewardship capabilities, the Office of the Chief Financial Officer 
focuses on the fundamental elements of financial management: people and systems. 

People: The EPA leverages every available tool to recruit the best people with the necessary skills to 
meet tomorrow’s financial challenges. Staff are trained in financial analysis and forecasting to 
understand the financial data, and what the data means. The EPA is integrating financial information 
into everyday decision-making, so the agency maximizes the use of its resources. 

Systems: The EPA’s IFMS has served the agency for more than 20 years, but the technologies used 
by this legacy system are inadequate to meet the EPA’s financial management objectives. In FY 2011, 
the EPA implemented a component-based approach as its principal financial management systems 
strategy. This approach begins with the launch of Compass in early FY 2012. Compass is the core 
financial system that replaces the IFMS, the EPA’s legacy core financial system for the past 22 years. 
The introduction of Compass will improve the EPA’s financial stewardship by strengthening 
accountability, data integrity and internal controls. Compass will be based on a commercial-off-the-shelf 
software solution that addresses the EPA’s most critical business needs, including: 

• General Ledger 

• Accounts Payable 

• Accounts Receivable 

• Property 

• Project Cost 

• Intra-Governmental Transactions 

• Budget Execution 

Compass will provide core budget execution and accounting functions, including posting updates to 
ledgers and tables as transactions are processed and generating source data for the preparation of 
financial statements and budgetary reports. Compass will be integrated with 15 agency systems that 
support such diverse functions as budget planning, execution, and tracking; recovery of Superfund site-
specific cleanup costs; property inventory; agency travel; payroll time and attendance; document and 
payment tracking; and research planning. Compass is a Web-based, open architecture application 
managed at the CGI Federal Phoenix Data Center, a certified shared service provider in compliance 
with the Financial Management Line of Business. 

Beyond the launch of the new core financial system, the financial systems modernization strategy 
builds upon Compass through the implementation of five additional components, subject to future 
review by OMB: 

• Human Resources, Payroll, and Time and Attendance 

• Implementation of the Common Governmentwide Account Code Structure 
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• Budget Formulation 

• Superfund Imaging and Cost Accounting 

• Payment Systems 

After the Compass implementation, the EPA plans to migrate its human resources, payroll, and time 
and attendance systems to an OMB Human Resources Line of Business approved shared service 
provider. 

The implementation of Compass will also serve as the foundation for the introduction of future 
components to establish a unified and integrated systems infrastructure. Compass will leverage 
increases in the EPA’s wide area network bandwidth as well as its implementation of a trusted Internet 
connection to facilitate more efficient transaction processing. As additional components are introduced, 
the infrastructure will evolve to effectively centralize the resource footprint and reduce financial 
management information silos across the organization. 

Limitations of the Principal Financial Statements 
The EPA has prepared the principal financial statements to report the financial position and results of 
operations of the agency, pursuant to the requirements of 31 U.S.C. 3515 (b). While the EPA has 
prepared the statements from the books and records of the entity in accordance with U.S. generally 
accepted accounting principles for federal entities and the formats prescribed by OMB, the statements 
are in addition to the financial reports used to monitor and control budgetary resources that are 
prepared from the same books and records. The statements should be read with the realization that 
they are for a component of the U.S. government, a sovereign entity. 
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 IMPROVING MANAGEMENT AND RESULTS
 

Office of Inspector General Audits, Evaluations and Investigations 
The EPA’s OIG contributes to the agency’s mission to improve human health and environmental 
protection by assessing the efficiency and effectiveness of the EPA’s program management and 
results; ensuring that agency resources are used as intended; developing recommendations for 
improvements and cost savings; and providing oversight and advisory assistance in helping the EPA 
carry out its ARRA objectives. In FY 2011, OIG identified key management challenges and internal 
control weaknesses and provided more than 2,011 recommendations accounting for more than $82.4 
million in potential savings and recoveries and more than 315 actions taken for improvement from OIG 
recommendations. OIG also contributes to the integrity of and public confidence in the agency’s 
programs and to the security of its resources by preventing and detecting possible fraud, waste and 
abuse and pursuing judicial and administrative remedies. For example, in response to OIG 
recommendations the agency: established procedures to provide reasonable assurance that Diesel 
Emissions Reduction Act grant and subgrant grantee progress reports are accurate and emission levels 
are verified; agreed to ensure that the Solid Waste Disposal Act site priority requirement is consistently 
incorporated into the terms and conditions of future LUST Trust Fund grant agreements; developed 
strategic vision and program design that assures that the ENERGY STAR® label represents superior 
energy conservation performance along with a complete set of goals, and valid and reliable measures; 
and agreed to revise policies and procedures to ensure that financial monitoring review reports are 
distributed timely to all project officers, work assignments managers and task order managers assigned 
to the contract impacted by the financial monitoring review. OIG investigations accounted for 160 
criminal, civil or administrative enforcement actions or allegations disproved during FY 2011 and $6.4 
million in ARRA fund cost savings to date from OIG audits, evaluations and investigations. 

Grants Management 
The EPA met or exceeded major performance metrics under its second long term Grants Management 
Plan (2009–2013), including grant closeout and competition goals. The Grants Management Plan 
builds on the progress made in the Grants Management Plan (2003–2008) and will prevent the 
recurrence of a grants management weakness. 

Grants Management Performance Measures for the EPA 
Performance Measure Target Progress in FY 2011 Progress in FY 2010 

Percentage of eligible 
grants closed out 

90% 93.4% in 2010 95.6% in 2009 

99% 99.5% in 2009 and earlier 99.6% in 2008 and earlier 
Percentage of new grants 
subject to the competition 
policy that are competed 

90% 96% 96.5% 
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ACCOUNTABILITY: SYSTEMS, CONTROLS AND LEGAL COMPLIANCE 

Federal Managers’ Financial Integrity Act 
FMFIA requires agencies to conduct an annual evaluation of their internal controls over programs 
(FMFIA Section 2) and financial systems (FMFIA Section 4) and report the results to the President and 
Congress. In addition, agencies are required to report on the effectiveness of internal controls over 
financial reporting, which includes safeguarding of 
assets and compliance with applicable laws and 
regulations in accordance with the requirements of 
Appendix A of OMB Circular A-123. 

Every year, all of the EPA’s national program and 
regional offices conduct assessments and submit 
annual assurance letters attesting to the soundness of 
the internal controls within their organizations. These 
assurance letters provide the basis for the 
Administrator’s annual statement of assurance on the 
adequacy of the EPA’s internal controls over 
programmatic operations and financial systems. The 
Administrator’s FY 2011 statement of assurance is 
provided below. Based on the results of the agency’s 
FY 2011 evaluation, the Administrator can provide 
reasonable assurance on the adequacy and 
effectiveness of the EPA’s internal controls over 
programs and financial systems. 

To evaluate its internal controls over financial reporting 
(as required by OMB Circular A-123, Appendix A), the 
agency reviewed 10 key financial processes and 271 
key controls. Based on this evaluation, no new 
material weaknesses were identified. During its financial statement audit process, OIG identified 
several significant deficiencies. Based on the results of the evaluation and the OIG findings, the 
agency’s internal controls over financial operations were found to be operating effectively and 
efficiently. 

FY 2011 Key Management 
Challenges Identified by the 
Office of Inspector General 

1. Need for Greater Coordination of 
Environmental Efforts 

2. Oversight of Delegation to States 
3. Safe Reuse of Contaminated Sites 
4. Limited Capability to Respond to 

Cyber Security 
5. EPA’s Framework for Assessing 

and Managing Chemical Risks 

Fiscal Year 2011 Annual Assurance Statement 

The U.S. Environmental Protection Agency conducted its FY 2011 assessment of the effectiveness of internal controls 
over programmatic operations and financial activities, as well as conformance of financial systems to government-wide 
standards. The assessment was conducted in compliance with the Federal Managers’ Financial Integrity Act, OMB 
Circular A-123, Management’s Responsibility for Internal Control, and other applicable laws and regulations. 

Based on the results of the EPA’s assessment and no findings of material weaknesses, I am providing reasonable 
assurance that the agency’s internal controls over programmatic operations were operating effectively and financial 
systems conform to government-wide standards as of September 30, 2011. 

In addition, based on the results of the EPA’s assessment of the effectiveness of internal controls over financial 
activities and no findings of material weaknesses as of June 30, 2011, I am providing reasonable assurance that the 
EPA’s internal controls over financial activities were operating effectively. 

23 



 

  
   

   
 

 
 

 
   

       
   

  
  

 
 

 
  

 

  
  

  
  

       
  

 
  

   
   

     
     

 
  

 
   

     
 

    
 

  

    
  

   
 

   
 

      

 

 
 

Five-Year Trend of Material and Agency 
Weaknesses 

6 

4

2007 2008 2009 2010 2011 

2 

0 0 00 

3 

5 5 5 

4 

Remaining at Year-End 

Material 
Agency 

2

0 

Fiscal Year 

	 	 	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

Management Assurances 
For FY 2011, no new material weaknesses 
were identified by the agency or the OIG. 
The EPA is addressing a number of less 
severe weaknesses for which corrective 
actions are underway. In FY 2011, the 
agency closed one agency-level 
weaknesses, identified no new agency-level 
weaknesses, identified five new significant 
deficiencies and is carrying over four 
agency-level weaknesses. Section III of this 
report provides details about corrective 
actions underway to rectify remaining 
agency-level weaknesses. The EPA will 
continue monitoring progress in correcting 
these issues through their resolution. The 
accompanying graph depicts the EPA’s 
progress in correcting its material and 
agency-level weaknesses since 2007. 

W
ea

kn
es

se
s 

The EPA continues to emphasize the 
importance of maintaining effective internal 
controls. In FY 2011, the agency continued 
to conduct internal program compliance 
reviews of program and regional offices to 
help inform and strengthen its FMFIA implementation. Additionally, the agency provided on-line training 
for senior managers and designated staff designed to help them fulfill their roles and responsibilities for 
maintaining an effective internal controls program. 

Federal Financial Management Improvement Act 
FFMIA requires that agencies implement and maintain financial management systems that comply with 
1) federal financial management system requirements, 2) applicable federal accounting standards, and 
3) the U.S. Government Standard General Ledger. Annually, agency heads are required to assess and 
report on whether these systems comply with FFMIA. 

EPA’s FY 2011 assessment included the following: 

•	 A-123 review found no significant deficiencies. 

•	 The OIG’s FY 2011 financial statement audit identified no material weaknesses related to financial 
management systems. 

•	 The agency’s annual Federal Information Security Management Act Report did not disclose any 
material weaknesses. 

•	 The agency conducted other systems-related activities, including: 

o Initial certification for access to the agency’s new accounting system. 
o	 Completion of security self-assessments with the online Automated System Security 

Evaluation and Remediation Tracking tool for the accounting system. 

Based on the assessment described above, the agency is in compliance with the FFMIA for FY 2011. 
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Federal Information Security Management Act 
FISMA directs federal agencies to annually evaluate the effectiveness of their information security 
programs and practices and submit a report—including an independent evaluation by the Inspector 
General—to the Department of Homeland Security, OMB and Congress. Agencies also report quarterly 
and annually to DHS and OMB on the status of remediation of identified weaknesses. 

The EPA’s Chief Information Officer and senior agency program officials and the IG’s FY 2011 FISMA 
Report cite no significant or material weakness in information security. However, the IG noted where 
the EPA needs to make significant improvements in risk management, managing plan of actions and 
milestones, and continuous monitoring. The report presents the results of the agency’s annual security 
program reviews and reflects the EPA’s continued efforts to ensure that information assets are 
protected and secured in a manner consistent with the risk and magnitude of the harm resulting from 
the loss, misuse, or unauthorized access to or modification of information. The agency plans to focus its 
FY 2012 efforts on improving the effectiveness of the agency information security program by 
implementing risk-based improvements identified by a series of metrics based on key performance 
indicators. 

Biennial User Fees 
In accordance with OMB Circular A-25, User Charges, and the Chief Financial Officer’s Act of 1990, the 
agency conducted its biennial review of user fees. The FY 2011 review concluded that the EPA’s user 
fees are in compliance with statutory authority. However, the agency's OIG issued a report 
recommending that the agency update its 2004 fee rule for the Motor Vehicle and Engine Compliance 
Program to increase the amount of costs it can recover and conduct biennial reviews of the MVECP fee 
collections and full program costs. The EPA concurred with OIG's recommendations and is currently 
evaluating options for making necessary revisions to the fee rule. Also during FY 2011, the agency 
initiated a feasibility study on the Energy STAR. The EPA continues to evaluate the viability of 
collecting fees for the program. 

Inspector General Act Amendments of 1988 – Audit Management 
The EPA uses the results of OIG audits and evaluations to assess its progress toward its strategic 
goals and make corrections and adjustments to improve program effectiveness and efficiency. The 
agency is continuing to strengthen its audit management, addressing audit follow-up issues and 
working to complete corrective actions expeditiously and effectively to improve environmental results. 
During FY 2011, for example, the Office of the Chief Financial Officer continued the effort it initiated in 
FY 2009 to conduct quality assurance reviews of national program and regional offices to promote 
sound audit management and increase agency awareness of, accountability for, and completion of, 
outstanding unimplemented OIG recommendations. Additionally, the Chief Financial Officer instituted a 
quarterly report highlighting the status of management decisions and corrective actions. Shared with 
program office and regional managers throughout the agency, the quarterly reports promote timely 
audit follow-up and completion of corrective actions. OCFO also initiated an update of the agency Order 
2750, “EPA’s Audit Management Process.” 

In FY 2011, the EPA was responsible for addressing OIG recommendations and tracking follow-up 
activities for 377 OIG reports. The agency achieved final action (completing all corrective actions 
associated with the audit) on 165 audits, which included program evaluation/program performance, 
assistance agreement and single audits. This total excludes Defense Contract Audit Agency audits 
issued after January 1, 2009; these audits are discussed in a separate section below. The EPA’s FY 
2011 management activities for audits with associated dollars are represented in the following table: 
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Category Disallowed Costs   
(Financial Audits) 

Funds Put To Better 
Use 

(Performance Audits) 

Number  Value Number       Value 

A. Audits with management decisions but 
without final action at the beginning of the period 

65 $ 66,371,403 77 * $ 80,070,565 

B. Audits for which management decisions were 
made during the period 

(i)  Management decisions with disallowed costs 
(12) and with better use funds (2) 
(ii)  Management decisions with no disallowed 

costs (79) and with no better use funds (44) 

91 $ 853,496 46 $    9,647,000 

C. Total audits pending final action during the 
period (A+B) 156 $ 67,224,899 123 $ 89,717,565 

D. Final action taken during the period: 
(i)  Recoveries 

a) Offsets 
b) Collection 
c) Value of  Property 
d) Other 

(ii)   Write-Offs 
(iii)  Reinstated Through Grantee Appeal 
(iv)  Value of recommendations completed 
(v)   Value of recommendations management 
decided should/could not be completed 

108 $ 39,960,302 

$ 1,695,420 
$  1,027,915   
$ 0 
$ 17,205,909 
$ 54,300 
$ 19,976,758   

57 $ 13,880,370 

$ 13,880,370 

E. Audits without final action at end of period (C-
D) 

48 $ 27,264,597 66 $ 75,837,195 

*This number includes all performance audits. 

The EPA’s FY 2011 management activities for audits without final corrective action are summarized 
below: 

•	 Final Corrective Action Not Taken. Of the 377 audits that the EPA tracked, a total of 199 audits— 
which include program evaluation/program performance, assistance agreement, contracts and 
single audits—were without final action and not yet fully resolved at the end of FY 2011. (The 13 
audits with management decisions under administrative appeal by the grantee are not included in 
the 199 total; see discussion below.) 

•	 Final Corrective Action Not Taken Beyond One Year. Of the 199 audits, the EPA officials had 
not completed final action on 52 audits (five of which involve multiple offices) within one year after 
the management decision (the point at which the OIG and the Action Official reach agreement on 
the corrective action plan). Because the issues to be addressed may be complex, agency 
managers often require more than one year after management decisions are reached with the OIG 
to complete the agreed-on corrective actions. These audits are listed below by category—audits of 
program performance, single audits and assistance agreements—and identified by title and 
responsible office. Additional details are available on the EPA’s website at 
http://www.epa.gov/planandbudget/. 

Audits of Program Performance. Final action for program performance audits occurs when all corrective 
actions have been implemented, which may require more than one year when corrections are complex 
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and lengthy. Some audits include recommendations requiring action by more than one office. The EPA 
is tracking 38 audits in this category (four of these involve multiple offices): 

Office of Administration and Resources Management 
9-P00087+ EPA Plans for Managing Counter Terrorism/Emergency Response Equipment and Protecting 

Critical Assets 
10-P00002 Review of Hotline Complaint on Employee Granted Full-Time Work-at-Home Privilege 

Office of Air and Radiation 
2005-P00003 Development of the Proposed MACT for Utility Units 
2005-P00010 Evaluation of CAA Title V Operating Permit Quality 
2008-P00206 Voluntary Greenhouse Gas Reduction Programs Have Limited Potential 
9-P00087+ EPA Plans for Managing Counter Terrorism/Emergency Response Equipment and Protecting 

Critical Assets 

Office of the Chief Financial Officer 
2008-P00116 Superfund Expenditures at NPL TRI Sites 
9-P00087+ EPA Plans for Managing Counter Terrorism/Emergency Response Equipment and Protecting 

Critical Assets 
10-100029 Audit of 2009 and 2008 (Restated) Consolidated Financial Statements 
10-P00077+ EPA Needs to Improve Its Recording and Reporting of Fines and Penalties 

Office of Enforcement & Compliance Assurance 
2001-P00013 State Enforcement Effectiveness – National Audit 
2005-P00024 Priority Enforcement and Compliance Assurance Universe 
2007-P00027 Benchmarking Other Organizations Statistically Valid Compliance Practices 
2008-P00141 EPA Needs to Track Compliance with Superfund Clean-up Requirements 
9-P00092 EPA Can Improve Implementation of the Risk Management Program for Airborn Chemical 

Releases 
9-P00144 EPA Needs to Improve Internal Controls to Increase Cost Recovery 
10-P00007 EPA Oversight and Policy for High Priority Violations of Clean Air Act Need Improvement 
10-P00009+ EPA Needs a Better Strategy to Identify Violations of Section 404 of the Clean Water Act 
10-P00077+ EPAA Needs to Improve Its Recording and Reporting of Fines and Penalties 
10-P00133 EPA Should Improve Its Oversight of Federal Agency Superfund Reviews 
10-P00066 EPA Needs a Coordinated Plan to Oversee Its Toxic Substances Control Act Responsibilities 

Office of Environmental Information 
2007-P00008 EPA Could Improve Controls over Mainframe Software 
2009-P00127 EPA Has Improved its Response to FOIA Requests 

Office of Research and Development 
9-P00232 EPA’s Office of Research and Development Could Better Use the Federal Managers’ Financial 

Integrity 
2009-P00235 EPA Needs an Oversight Program for Protocol Gases 
10-P00042+ Lack of Final Guidance on Vapor Intrusion Impedes Efforts to Address Indoor Air Risks 

Office of Solid Waste and Emergency Response 
2006-P00013 SF Mandate: Program Efficiencies 
2006-P00007 More Information Is Needed on Toxaphene Degradation Products 
2007-200003 Superfund Cooperative Agreement Obligations 
2007-P00002 Asbestos Cleanup in Libby Montana 
8-P00265 EPA Should Continue Efforts to Reduce Unliquidated Obligations in Brownfields Pilot Grants 
10-P00042+ Lack of Final Guidance on Vapor Intrusion Impedes Efforts to Address Indoor Air Risks 
10-P00133 EPA Should Improve Its Oversight of Federal Agency Superfund Reviews 

Office of Water 
2002-P00012 Controlling and Abating Combined Sewer Overflows 
9-P00223 EPA Needs to Accelerate Adoption of Numeric Nutrient Water Quality Standards 
10-P00009+ EPA Needs a Better Strategy to Identify Violations of Section 404 of the Clean Water Act 
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10-P00081 EPA Needs Procedures to Address Delayed Earmark Projects 
10-R00057 EPA Needs Definitive Guidelines for Recovery Act and Future Green Reserve Projects 

Region 1 
2009-P00119 Improved Management of Special Accounts Will Make More Funds Available 

Region 2 
2007-P00039 OIG Congressional Request-Ringwood Mines/Landfill Superfund 
2007-P00016 Ringwood Mines/Landfill Superfund Site 

Region 3 
2007-P00031 Chesapeake Bay Land Use 
10-P00055 Changes in Conditions at Wildcat Landfill Superfund Site in Delaware Call for Increased EPA 

Oversight 

Region 9: 
2008-P00196 Making Better Use of Stringfellow SF Special Accounts 

+ Indicates audits involving more than one office 

Single audits. Final action for single audits occurs when nonmonetary compliance actions are 
completed. Achieving final action may require more than a year if the findings are complex or the 
grantee does not have the resources to take corrective action. Single audits are conducted of nonprofit 
organizations, universities, and state and local governments. The EPA is tracking completion of 
corrective action on 11 single audits for the period beginning October 1, 2011. 

Region 2 
2007-300139 State of New York, FY 2006 

Region 9: 
9-300234 Guam Waterworks Authority FY 2008 
10-300164 Guan Waterworks Authority FY 2009 

Region 10 
2002-300009 Iliama Village Council 
2002-300042 Iliama Village Council 
2003-300047 Stevens Village Council 
2003-300117 Stevens Village Council 
2003-300145 Circle Village Council 
2004-300011 Northway Village Council 
2006-300167 State of Alaska - FY 2003 
2006-300168 State of Alaska - FY 2004 

Audits of Assistance Agreements. Reaching final action for assistance agreement audits may require 
more than one year, as the grantee may appeal, refuse to repay, or be placed on a repayment plan that 
spans several years. The EPA is tracking three audits in this category: 

Region 2 
1989-901299 Nassau County, NY 

Region 3 
2001-100101 Center for Chesapeake Communities (CCC) Assist. Agreements 

Region 5 
2008-200039 Village of Laurelville, Ohio 
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Audits Awaiting Decision on Appeal. The EPA regulations allow grantees to appeal management 
decisions on financial assistance audits that seek monetary reimbursement from the recipient. In the 
case of an appeal, the EPA must not take action to collect the account receivable until the agency 
issues a decision on the appeal. At the end of FY 2011, 13 audits were in administrative appeal. When 
these audits are out of appeal and all issues have been resolved, they will be captured in audit follow-
up data reported in the EPA's AFR. 

Defense Contract Audit Agency Audits 

Prior to January 1, 2009, DCAA audits of the EPA contracts were requested by the EPA’s Office of 
Inspector General and the results included in the OIG’s Semi-annual Report to Congress. The EPA will 
continue to track and report on these DCAA audits along with other Office of Inspector General audits 
until they are resolved and final action taken; they are included in the summary above. Beginning 
January 1, 2009, however, the EPA’s Office of Acquisition Management assumed responsibility for 
requesting DCAA audits. Accordingly, these audits are now reported separately from Office of Inspector 
General audits. Following is an overview of DCAA audit activity for the period, October 1, 2010 through 
September 30, 2011. 

Summary of Audit Activities for the Period Ending September 30, 2011 

During this reporting period, agency management was accountable for monitoring 65 DCAA audits. The 
agency achieved final action on 36 audits. The EPA’s FY 2011 management activities for DCAA audits 
with associated dollars are represented in the following table: 

Category Disallowed Costs   
(Financial Audits) 

Funds Put To Better 
Use 

(Performance Audits) 

Number  Value Number       Value 

A. Audits with management decisions but 
without final action at the beginning of the period 1 $ 97,198 0 $ 0 

B. Audits for which management decisions were 
made during the period 

(i)  Management decisions with disallowed costs 
(6) 
(ii)  Management decisions with no disallowed 
costs (25) 

35 $ 2,538,189 
0 $ 0 

C. Total audits pending final action during the 
period (A+B) 

36 $ 2,635,387 
0 $ 0 

D. Final action taken during the period: 
(i)  Recoveries 

a) Offsets 
b) Collection 
c) Value of  Property 
d) Other 

(ii)   Write-Offs 
(iii)  Reinstated Through Grantee Appeal 
(iv)  Value of recommendations completed 
(v)   Value of recommendations management 
decided should/could not be completed 

36 $  2,635,387 

$ 0 
$ 97,198  
$ 0 
$ 2,538,189 
$ 0 
$ 0 

$ 0 

0 $ 0 

$ 0 
$ 0 

E. Audits  without final action at end of period 
(C-D) 

0 $ 0 0 $ 0 
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Final Corrective Action Not Taken on DCAA Audit Reports: Of the 65 DCAA audits the EPA 
tracked, a total of 29 audits were without final action and not yet fully resolved at the end of FY 2011. 

DCAA Audits Awaiting Decision on Appeal: As of September 30, 2011, there were no management 
decisions in administrative appeal status. 

DCAA Audits Without Management Decision in 180 Days: As of September 30, 2011, the EPA is 
tracking no DCAA reports for which EPA is the cognizant agency, and that have not reached 
management decision in over 180 days from the date of the report. 
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Barbara J. Bennett 
Chief Financial Officer 
November 15, 2011 

 
 

accountable administratio n and to make innovative improvements to eliminate waste and  reduce costs. 
Highlights of the agency’s   efforts include becoming the first government agency to receive Treasury’s Award 
for 100% Electronic Fund s Transfer  for Collections  and Cash Management,  an exceptionally low improper  
payment rate of 0.01% an d a 12th  consecutive clean opinion on its audited financial statements.  

Message from the Chief Financial  Officer  
he  EPA’s Agency Financial  Report presents the performance and financial results  
chieved by the agency during Fiscal Year 2011. It provides information on the EPA’s  
ccomplishments and challenges in protecting human health and the environment, us
f the financial resources  entrusted to us and progress in addressing key managemen
hallenges.  

T
a
a e 
o t  
c

During Fiscal Year 2011, the EPA continued to demonstrate efficient, effective and 

 
As required by OMB Circular A-123 and the Federal Managers’  Financial Integrity Act, we conducted an 
annual assessment of the effectiveness of internal controls over financial reporting and programmatic  
operations.  To strengthen our financial and programmatic stewardship, the agency implemented a multi-year
review strategy to ensure the integrity of agency programs and resources are protected from fraud, waste,  
abuse and misappropriation. Based on the results of the agency’s  Fiscal Year  2011 evaluation and reviews,  
the Administrator can provide reasonable assurance on the adequacy and effectiveness of the EPA’s  internal
controls over programs, financial activities  and financial systems.  

 
To ensure the agency is effectively managing its resources, the EPA implemented its new unliquidated 
obligations policy and deployed an agencywide desktop tool to proactively monitor obligation balances  for all  
grants, interagency agreements, small purchases, travel documents and contracts. The new tool replaces a 
paper-based  process with real-time access to data, creating greater transparency and accountability over  
federal  funds. As a result, the agency reduced unliquidated obligations by $7.4 billion.   
 
During Fiscal Year  2011, the EPA continued its effort to replace its  legacy financial system with a new core  
financial system,  Compass. The new system will increase efficiency, improve business performance and 
ensure financial integrity. Throughout the year, the Compass team conducted functionality, user acceptance,  
performance, integration and end-to-end testing to comprehensively identify and resolve system defects  
prior to launch. These testing activities established the foundation for a successful launch of Compass in 
early Fiscal Year 2012.   

 
In Fiscal Year  2011, the EPA  began a new Policy Verification Compliance Initiative to assess the overall  
efficiency, effectiveness and consistency of financial activities. The initiative allows the agency to identify  
best practices and potential improvements to strengthen financial  management. The agency targeted the 
Recovery Act Stewardship Plan as its  first verification review effort. The results ensure that Recovery Act  
funds were managed appropriately.   
 
As Chief  Financial Officer, I take seriously my responsibility to provide informed financial analysis to agency  
leaders and the public. As we start the new fiscal year, we will uphold our commitment to financial  
excellence, move money out faster  for projects and ensure taxpayers’ dollars  are utilized effectively in 
fulfilling our mission to protect human health and the environment.  We achieved great things this  fiscal year  
and I look  forward to continuing our success through collaboration with our partners and stakeholders and 
implementing innovative, cross-cutting strategies to help  meet the challenges  ahead.    
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Notes to Financial Statements 

Note 1. Summary of Significant Accounting Policies 
Note 2. Fund Balance with Treasury 
Note 3. Cash and Other Monetary Assets 
Note 4. Investments 
Note 5. Accounts Receivable, Net 
Note 6. Other Assets 
Note 7. Loans Receivable, Net 
Note 8. Accounts Payable and Accrued Liabilities 
Note 9. General Property, Plant and Equipment, Net 
Note 10. Debt Due to Treasury 
Note 11. Stewardship Land 
Note 12. Custodial Liability 
Note 13. Other Liabilities 
Note 14. Leases 
Note 15. Federal Employees Compensation Act Actuarial Liabilities 
Note 16. Cashout Advances, Superfund 
Note 17. Unexpended Appropriations – Other Funds 
Note 18. Commitments and Contingencies 
Note 19. Earmarked Funds 
Note 20. Intragovernmental Costs and Exchange Revenue 
Note 21. Cost of Stewardship Land 
Note 22 Environmental Cleanup Costs 
Note 23. State Credits 
Note 24. Preauthorized Mixed Funding Agreements 
Note 25. Custodial Revenues and Accounts Receivable 
Note 26. Reconciliation of President’s Budget to the Statement of Budgetary Resources 
Note 27. Recoveries and Resources Not Available, Statement of Budgetary Resources 
Note 28. Unobligated Balances Available 
Note 29. Undelivered Orders at the End of the Period 
Note 30. Offsetting Receipts 
Note 31. Transfers-In and Out, Statement of Changes in Net Position 
Note 32. Imputed Financing 
Note 33. Payroll and Benefits Payable 
Note 34. Other Adjustments, Statement of Changes in Net Position 
Note 35. Non-exchange Revenue, Statement of Changes in Net Position 
Note 36. Reconciliation of Net Cost of Operations to Budget 
Note 37. Amounts Held By Treasury (Unaudited) 
Note 38. Antideficiency Act Violations 
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Financial Statements  
 

1.  Consolidated Balance Sheet  
2.  Consolidated Statement  of Net Cost  
3.  Consolidated Statement  of Net Cost by Goal  
4.  Consolidating Statement of Changes in Net Position  
5.  Combined Statement of  Budgetary Resources  
6.  Statement of Custodial Activity  



 

 
 

  
  
      

 
 

   
  

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Required Supplementary Information (Unaudited) 

1. Deferred Maintenance 
2. Stewardship Land 
3. Supplemental Combined Statement of Budgetary Resources 

Required Supplementary Stewardship Information (Unaudited) 

Supplemental Information and Other Reporting Requirements (Unaudited) 

Superfund Financial Statements and Related Notes 
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 Consolidated Balance Sheet 
 
 
 
 

  
 
 
 As of September 30, 2011 and 2010
  
 
 
 
 (Dollars in Thousands)
 

 
FY 2011  

ASSETS  
FY 2010  

 Intragovernmental: 
 Fund Balance With Treasury (Note 2)  $       12,662,541  $             14,603,024 

 Investments (Note 4)       7,112,197       7,243,613 
 Accounts Receivable, Net (Note 5)       35,518       45,698 

 Other (Note 6)       251,803 
 Total Intragovernmental  $       20,062,059 

      223,296 
 $       22,115,631 

  Cash and Other Monetary Assets (Note 3)       10       10 
  Accounts Receivable, Net  (Note 5)       514,190       417,535 

  Loans Receivable, Net - Non-Federal (Note 7)        2,107       5,254 
   Property, Plant & Equipment, Net (Note 9)       966,799       915,121 

 Other (Note 6)       2,566 
 Total Assets   $       21,547,731 

 Stewardship PP& E (Note 11 ) 

      2,834 
 $       23,456,385 

 LIABILITIES 
 Intragovernmental: 

   Accounts Payable and Accrued Liabilities (Note 8)       52,448       51,325 
   Debt Due to Treasury (Note 10)       2,593       4,844 

 Custodial Liability (Note 12)       56,703       52,751 
 Other (Note 13)       132,910 

 Total Intragovernmental  $       244,654 
      132,286 

 $       241,206 

   Accounts Payable & Accrued Liabilities (Note 8)  $       916,766  $       1,031,448 
  Pensions & Other Actuarial Liabilities   (Note 15)       44,833       44,938 

 Environmental Cleanup Costs (Note 22)       20,838       20,154 
 Cashout Advances, Superfund (Note 16)       790,069       636,673 

  Commitments & Contingencies (Note 18)       10,180       4,373 
   Payroll & Benefits Payable (Note 33)       272,335       264,975 

 Other (Note 13)       103,989 
 Total Liabilities  $       2,403,664 

 NET POSITION 

      99,996 
 $       2,343,763 

   Unexpended Appropriations - Other Funds (Note 17)       11,462,598       13,342,784 
   Cumulative Results of Operations - Earmarked Funds (Note 19)       7,027,163       7,152,382 
   Cumulative Results of Operations - Other Funds       654,306 

  Total Net Position       19,144,067 

  Total Liabilities and Net Position   $       21,547,731 

      617,456 

      21,112,622 

 $       23,456,385 

  
 

 
 
 

 
 

     

                        
                                 
                                           
                                       
                             

                                                         
                                       
                                               
                                       
                                               
                             

                                           
                                               
                                           
                                       
                                       

                                    
                                           
                                           

                                        
                                             
                                       
                                         
                                 

                             
                                 
                                       

                             

                             


 
 
 Environmental Protection Agency
 

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency
 
Consolidated Statement of Net Cost
 

For the Periods Ending September 30, 2011 and 2010
 
(Dollars in Thousands)
 

FY 2011 FY 2010 

COSTS 

Gross Costs (Note 20) $ 11,577,224 $ 12,406,265 
Less: 

Earned Revenue (Note 20) 698,331 693,484 

NET COST OF OPERATIONS (Note 20) $ 10,878,893 $ 11,712,781 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
     

                                

                                          

                            

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency  
Consolidated Statement of Net Cost by Goal  
For the Period Ending September 30, 2011  

(Dollars in Thousands)  

  
 

 

 
 

 

 
 

 
 

                  
                                                     
                                                          

 
                                                    
                                                    

                                                   

                  


 

 


 

 


 

 

Healthy Compliance & 
Clean & Safe Land Preservation Communities & Environmental 

Water & Restoration Ecosystems Stewardship 
Costs: 

Clean Air 

Intragovernmental $ 159,456 $ 252,748 $ 390,431 $ 335,757 $ 192,243 
With the Public 1,035,680 5,125,894 2,180,996 1,289,505 614,514 

Total Costs (Note 20) 1,195,136 5,378,642 2,571,427 1,625,262 806,757 

Less:
 
Earned Revenue, Federal 13,586 7,333 124,874 12,010 3,607
 
Earned Revenue, non Federal 1,034 1,458 494,249 38,725 1,455 
Total Earned Revenue (Note 20) 14,620 8,791 619,123 50,735 5,062 

NET COST OF OPERATIONS (Note 20) 1,180,516 $ 5,369,851 $ 1,952,304 $ 1,574,527 $ 801,695 $ 

 

 
 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

    

 
  

 
 

 
 

                                             
                                             

                                                                     
                                                                       
                                                                     

 

  

        

 
 

 
      
      
                  

 
     
     

           

      


 

 

 


 

Consolidated 

Costs: 
Intragovernmental $ 1,330,635 
With the Public $ 10,246,589 

Totals 

Total Costs (Note 20) 11,577,224 

Less: 
Earned Revenue, Federal $ 161,410 
Earned Revenue, non Federal $ 536,921 
Total Earned Revenue (Note 20) 698,331 

NET COST OF OPERATIONS (Note 20) 10,878,893 $ 

 

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency 
Consolidated Statement of Net Cost by Goal 
For the Period Ending September 30, 2010 

(Dollars in Thousands) 

Clean Air 
Clean & Safe 

Water 

Land 
Preservation & 

Restoration 

Healthy 
Communities & 

Ecosystems 

Compliance & 
Environmental 

Stewardship 
Costs: 

Intragovernmental 
With the Public 

Total Costs (Note 20) 

$ 170,677 
1,048,124 
1,218,801 

$ 193,456 
6,197,330 
6,390,786 

$ 342,734 
2,096,211 
2,438,945 

$ 293,850 
1,265,653 
1,559,503 

$ 182,299 
615,931 
798,230 

Less: 
Earned Revenue, Federal 
Earned Revenue, non Federal 
Total Earned Revenue (Note 20) 

18,923 
5,906 

24,829 

2,803 
2,524 
5,327 

103,687 
446,569 
550,256 

64,034 
44,144 

108,178 

3,400 
1,494 
4,894 

NET COST OF OPERATIONS (Note 20) $ 1,193,972 $ 6,385,459 $ 1,888,689 $ 1,451,325 $ 793,336 

Costs: 
Intragovernmental 
With the Public 

Total Costs (Note 20) 

Consolidated 
Totals 

$ 1,183,016 
$ 11,223,249 

12,406,265 

Less: 
Earned Revenue, Federal 
Earned Revenue, non Federal 
Total Earned Revenue (Note 20) 

$ 192,847 
$ 500,637 

693,484 

NET COST OF OPERATIONS (Note 20) $ 11,712,781 

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency
 
Consolidating Statement of Changes in Net Position
 

For the Period Ending September 30, 2011
 
(Dollars in Thousands)
 

FY 2011  FY 2011   FY 2011 
Earmarked All Other Consolidated 

Funds Funds Total 
Cumulative Results of Operations: 

Net Position - Beginning of Period 7,152,382 617,456 7,769,838 
Beginning Balances, as Adjusted  $ 7,152,382 $ 617,456 $ 7,769,838 

Budgetary Financing Sources: 
Appropriations Used - 10,287,988 10,287,988 
Nonexchange Revenue - Securities Investment (Note 35) 120,429 - 120,429 
Nonexchange Revenue - Other  (Note 35) 184,984 0 184,984 
Transfers In/Out  (Note 31) (17,068) 35,410 18,342 
Trust Fund Appropriations (1,156,073) 1,156,073 

Total Budgetary Financing Sources $ 1,444,418 $ 9,167,325 $ 10,611,743 

Other Financing Sources (Non-Exchange) 
Donations and Forfeitures of Property - 50 50 
Transfers In/Out  (Note 31) 1 76 77 
Imputed Financing Sources (Note 32) 29,661 148,993 178,654 

Total Other Financing Sources $ 29,662 $ 149,119 $ 178,781 

Net Cost of Operations (1,599,299) (9,279,594) (10,878,893) 

Net Change (125,219) 36,850 (88,369) 

Cumulative Results of Operations $ 7,027,163 $ 654,306 $ 7,681,469 

FY 2011  FY 2011   FY 2011 
Earmarked All Other Consolidated 

Funds Funds Total 
Unexpended Appropriations: 

Net Position - Beginning of Period 13,342,784 - 13,342,784 
Beginning Balances, as Adjusted  - 13,342,784 13,342,784 

Budgetary Financing Sources: 
Appropriations Received - 8,583,238 8,583,238 
Appropriations Transferred In/Out (Note 31) - 1,750 1,750 
Other Adjustments (Note 34) - (177,186) (177,186) 
Appropriations Used (10,287,988) - (10,287,988) 

Total Budgetary Financing Sources - (1,880,186) (1,880,186) 

Total Unexpended Appropriations - 11,462,598 11,462,598 

TOTAL NET POSITION $ 7,027,163 $ 12,116,904 $ 19,144,067 
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The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency
 
Consolidating Statement of Changes in Net Position
 

For the Periods Ending September 30, 2010
 
(Dollars in Thousands)
 

FY 2010  FY 2010 
Earmarked FY 2010  All Consolidated 

Funds Other Funds Total 
Cumulative Results of Operations: 

Net Position - Beginning of Period 7,086,476 582,668 7,669,144 
Beginning Balances, as Adjusted  $ 7,086,476 $ 582,668 $ 7,669,144 

Budgetary Financing Sources: 
Appropriations Used - 11,294,823 11,294,823 
Nonexchange Revenue - Securities Investment (Note 35) 130,504 - 130,504 
Nonexchange Revenue - Other  (Note 35) 213,984 - 213,984 
Transfers In/Out  (Note 31) (20,789) 33,859 13,070 
Trust Fund Appropriations 1,280,570 (1,280,570) -

Total Budgetary Financing Sources $ 1,604,269 $ 10,048,112 $ 11,652,381 

Other Financing Sources (Non-Exchange) 
Transfers In/Out  (Note 31) - (546) (546) 
Imputed Financing Sources (Note 32) 27,022 134,618 161,640 

Total Other Financing Sources $ 27,022 $ 134,072 $ 161,094 

Net Cost of Operations (1,565,385) (10,147,396) (11,712,781) 

Net Change 65,906 34,788 100,694 

Cumulative Results of Operations $ 7,152,382 $ 617,456 $ 7,769,838 

FY 2010  FY 2010 
Earmarked FY 2010  All Consolidated 

Funds Other Funds Total 
Unexpended Appropriations: 

Net Position - Beginning of Period - 14,536,347 14,536,347 
Beginning Balances, as Adjusted  $ - $ 14,536,347 $ 14,536,347 

Budgetary Financing Sources: 
Appropriations Received 10,182,421 10,182,421 
Appropriations Transferred In/Out (Note 31) (17,000) (17,000) 
Other Adjustments (Note 34) (65,989) (65,989) 
Appropriations Used (11,292,995) (11,292,995) 

Total Budgetary Financing Sources - (1,193,563) (1,193,563) 

Total Unexpended Appropriations - 13,342,784 13,342,784 

TOTAL NET POSITION $ 7,152,382 $ 13,960,240 $ 21,112,622 

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency 
Combined Statement of Budgetary Resources 

For the Periods Ending September 30, 2011 and 2010 
(Dollars in Thousands) 

FY 2011 FY 2010 

BUDGETARY RESOURCES 
Unobligated Balance, Brought Forward, October 1: $ 4,626,341 $ 3,703,022 

Adjusted Subtotal 4,626,341 3,703,022 
Recoveries of Prior Year Unpaid Obligations (Note 27) 270,664 277,771 
Budgetary Authority: 

Appropriation 8,648,816 10,256,166 
Borrowing Authority - 52 

Spending Authority from Offsetting Collections 
Earned: 

Collected 640,123 918,786 
Change in Receivables from Federal Sources 11,181 (1,746) 

Change in Unfilled Customer Orders: 
Advance Received 79,380 234,559 
Without Advance from Federal Sources (15,817) (132,489) 

Expenditure Transfers from Trust Funds 35,410 36,809 
Total Spending Authority from Offsetting Collections 750,277 1,055,919 

Nonexpenditure Transfers, Net, Anticipated and Actual (Note 31) 1,372,575 1,369,345 
Temporarily Not Available Pursuant to Public Law (Note 27) (553) (11,800) 
Permanently Not Available (Note 27) (179,693) (73,453) 
Total Budgetary Resources (Note 26) $ 15,488,427 $ 16,577,022 

STATUS OF BUDGETARY RESOURCES 
Obligations Incurred: 

Direct $ 11,232,330 $ 11,260,452 
Reimbursable 758,247 690,229 

Total Obligations Incurred (Note 26) 11,990,577 11,950,681 
Unobligated Balances: 

Apportioned (Note 28) 3,326,812 4,430,813 
Total Unobligated Balances 3,326,812 4,430,813 
Unobligated Balances Not Available (Note 28) 171,038 195,528 
Total Status of Budgetary Resources $ 15,488,427 $ 16,577,022 

 
 

 
 
 
 
 
 

    

            
            

                 

         
                                      

                 
                      

                   
                 
                     
              
           
                        
                 
       

       
                 
       

           
           
                 
       

The accompanying notes are an integral part of these financial statements. 
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 Environmental Protection Agency 
Combined Statement of Budgetary Resources  

 For the Periods Ending September 30, 2011 and 2010 
 (Dollars in Thousands) 

 
 FY 2011 

CHANGE IN OBLIGATED BALANCE  
FY 2010  

 Obligated Balance, Net: 
   Unpaid Obligations, Brought Forward, October 1  $             13,872,909  $             15,788,389 

 Adjusted Total             13,872,909             15,788,389 
Less: Uncollected Customer Payments from    Federal Sources, 

  Brought Forward, October 1             (439,956) 
     Total Unpaid Obligated Balance, Net             13,432,953 

            (573,824) 
            15,214,565 

 Obligations Incurred, Net (Note 26)             11,990,577             11,950,681 
Less: Gross Outlays (Note 26)              (12,817,928)            (13,588,391) 

  Less: Recoveries of Prior Year Unpaid Obligations, Actual  (Note 27)             (270,664)             (277,771) 
 Change in Uncollected Customer Payments from Federal Sources             1,528 

     Total, Change in Obligated Balance             12,336,466 

 Obligated Balance, Net, End of Period: 
 Unpaid Obligations             12,774,894 

 Less: Uncollected Customer Payments from Federal Sources             (438,428) 
     Total, Unpaid Obligated Balance, Net, End of Period  $             12,336,466 

            133,869 
            13,432,953 

            13,872,909 
            (439,956) 

 $             13,432,953 

NET OUTLAYS  
 Net Outlays: 

 Gross Outlays (Note 26)  $             12,817,928  $             13,588,391 
Less: Offsetting Collections (Note 26)              (751,805)             (1,189,788) 

  Less: Distributed Offsetting Receipts (Notes 26 and 30)             (1,291,761)             (1,402,960) 
Total, Net Outlays   $             10,774,362  $             10,995,643 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

    

        
       

               
       
       
      
               
                     
       

       
               
       

       
            
         
       

 

 

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency 
Statement of Custodial Activity 

For the Periods Ending September 30, 2011 and 2010 
(Dollars in Thousands) 

FY 2011 FY 2010 

Revenue Activity: 
Sources of Cash Collections: 

Fines and Penalties $ 126,212 $ 88,318 
Other (4,024) 18,072 
Total Cash Collections $ 122,188 $ 106,390 
Accrual Adjustment 4,163 (16,763) 

Total Custodial Revenue (Note 25) $ 126,351 $ 89,627 

Disposition of Collections: 
Transferred to Others (General Fund) $ 122,910 $ 105,684 
Increases/Decreases in Amounts to be Transferred 3,441 (16,057) 

Total Disposition of Collections $ 126,351 $ 89,627 

Net Custodial Revenue Activity (Note 25) $ - $ -

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency
 
Notes to the Financial Statements
 

Fiscal Year Ended September 30, 2011 and 2010
 
(Dollars in Thousands)
 

Note 1. Summary of Significant Accounting Policies 

A. Reporting Entities 

The EPA was created in 1970 by executive reorganization from various components of other federal 
agencies to better marshal and coordinate federal pollution control efforts. The agency is generally 
organized around the media and substances it regulates - air, water, hazardous waste, pesticides, and 
toxic substances. 

The FY 2011 financial statements are presented on a consolidated basis for the Balance Sheet, 
Statements of Net Cost, Changes in Net Position and Custodial Activity and a combined basis for the 
Statement of Budgetary Resources. These financial statements include the accounts of all funds 
described in this note by their respective Treasury fund group. 

B. Basis of Presentation 

These accompanying financial statements have been prepared to report the financial position and 
results of operations of the U. S. Environmental Protection Agency (EPA or Agency) as required by the 
Chief Financial Officers Act of 1990 and the Government Management Reform Act of 1994. The reports 
have been prepared from the financial system and records of the agency in accordance with OMB 
Circular No. A-136, Financial Reporting Requirements, and the EPA accounting policies, which are 
summarized in this note. The Statement of Net Cost has been prepared with cost segregated by the 
agency’s strategic goals. 

C. Budgets and Budgetary Accounting 

1. General Funds 

Congress adopts an annual appropriation for State and Tribal Assistance Grants, Buildings and 
Facilities and for Payments to the Hazardous Substance Superfund to be available until 
expended, as well as annual appropriations for Science and Technology, Environmental 
Programs and Management and for the OIG to be available for two fiscal years. When the 
appropriations for the General Funds are enacted, Treasury issues a warrant to the respective 
appropriations. As the agency disburses obligated amounts, the balance of funds available to 
the appropriation is reduced at Treasury. 

The Asbestos Loan Program is a commercial activity financed from a combination of two 
sources, one for the long-term costs of the loans and another for the remaining non-subsidized 
portion of the loans. Congress adopted a one-year appropriation, available for obligation in the 
fiscal year for which it was appropriated, to cover the estimated long-term cost of the Asbestos 
loans. The long-term costs are defined as the net present value of the estimated cash flows 
associated with the loans. The portion of each loan disbursement that did not represent long-
term cost is financed under permanent indefinite borrowing authority established with the 
Treasury. A permanent indefinite appropriation is available to finance the costs of subsidy re-
estimates that occur in subsequent years after the loans were disbursed. 
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Funds transferred from other federal agencies are processed as non-expenditure transfers. As 
the agency disburses the obligated amounts, the balance of funding available to the 
appropriation is reduced at Treasury. 

Clearing accounts and receipt accounts receive no appropriated funds. Amounts are recorded 
to the clearing accounts pending further disposition. Amounts recorded to the receipt accounts 
capture amounts collected for or payable to the Treasury General Fund. 

2. Revolving Funds 

Funding of the Reregistration and Expedited Processing Fund and Pesticide Registration Funds 
is provided by fees collected from industry to offset costs incurred by the agency in carrying out 
these programs. Each year the agency submits an apportionment request to OMB based on the 
anticipated collections of industry fees. 

Funding of the WCF is provided by fees collected from other agency appropriations and other 
federal agencies to offset costs incurred for providing agency administrative support for 
computer and telecommunication services, financial system services, employee relocation 
services and postage. 

3. Special Funds 

The Environmental Services Receipt Account obtains fees associated with environmental 
programs. 

Exxon Valdez uses funding collected from reimbursement from the Exxon Valdez settlement. 

4. Deposit Funds 

Deposit accounts receive no appropriated funds. Amounts are recorded to the deposit accounts 
pending further disposition. These are not the EPA’s funds. 

5. Trust Funds 

Congress adopts an annual appropriation amount for the Superfund, LUST and the Oil Spill 
Response Accounts to remain available until expended. A transfer account for the Superfund 
and LUST Trust Fund has been established for purposes of carrying out the program activities. 
As the agency disburses obligated amounts from the transfer account, the agency draws down 
monies from the Superfund and LUST Trust Fund at Treasury to cover the amounts being 
disbursed. The agency draws down all the appropriated monies from the Principal Fund of the 
Oil Spill Liability Trust Fund when Congress adopts the appropriation amount to the EPA’s Oil 
Spill Response Account. 

D. Basis of Accounting 

Generally Accepted Accounting Principles for federal entities is the standard prescribed by the Federal 
Accounting Standards Advisory Board, which is the official standard-setting body for the federal 
government. The financial statements are prepared in accordance with GAAP for federal entities. 

Transactions are recorded on an accrual accounting basis and on a budgetary basis (where budgets 
are issued). Under the accrual method, revenues are recognized when earned and expenses are 
recognized when a liability is incurred, without regard to receipt or payment of cash. Budgetary 
accounting facilitates compliance with legal constraints and controls over the use of federal funds. 
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E. Revenues and Other Financing Sources 

The following agency policies and procedures to account for inflow of revenue and other financing 
sources are in accordance with Statement of Federal Financial Accounting Standards No. 7, 
“Accounting for Revenues and Other Financing Sources.” 

The Superfund program receives most of its funding through appropriations that may be used within 
specific statutory limits for operating and capital expenditures (primarily equipment). Additional 
financing for the Superfund program is obtained through: reimbursements from other federal agencies, 
state cost share payments under Superfund State Contracts and settlement proceeds from Potentially 
Responsible Parties under the Comprehensive Environmental Response, Compensation and Liability 
Act Section 122(b)(3) placed in special accounts. Cost recovery settlements that are not placed in 
special accounts continue to be deposited in the Trust Fund. 

Most of the other funds receive funding needed to support programs through appropriations that may 
be used within statutory limits for operating and capital expenditures. However, under Credit Reform 
provisions, the Asbestos Loan Program receives funding to support the subsidy cost of loans through 
appropriations that may be used within statutory limits. The Asbestos Direct Loan Financing fund 4322, 
an off-budget fund, receives additional funding to support the outstanding loans through collections 
from the Program fund 0118 for the subsidized portion of the loan. 

The Federal Insecticide, Fungicide and Rodenticide Act and Pesticide Registration funds receive 
funding through fees collected for services provided and interest on invested funds. The WCF receives 
revenue through fees collected for services provided to agency program offices. Such revenue is 
eliminated with related agency program expenses upon consolidation of the agency’s financial 
statements. The Exxon Valdez Settlement Fund receives funding through reimbursements. 

Appropriated funds are recognized as Other Financing Sources expended when goods and services 
have been rendered without regard to payment of cash. Other revenues are recognized when earned 
(i.e., when services have been rendered). 

F. Funds with the Treasury 

The agency does not maintain cash in commercial bank accounts. Cash receipts and disbursements 
are handled by Treasury. The major funds maintained with Treasury are Appropriated Funds, Revolving 
Funds, Trust Funds, Special Funds, Deposit Funds and Clearing Accounts. These funds have balances 
available to pay current liabilities and finance authorized obligations, as applicable. 

G. Investments in U.S. Government Securities 

Investments in U.S. Government securities are maintained by Treasury and are reported at amortized 
cost net of unamortized discounts. Discounts are amortized over the term of the investments and 
reported as interest income. No provision is made for unrealized gains or losses on these securities 
because, in the majority of cases, they are held to maturity (see Note 4). 

H. Notes Receivable 

The agency records notes receivable at their face value and any accrued interest as of the date of 
receipt. 

I. Marketable Securities 

The agency records marketable securities at cost as of the date of receipt. Marketable securities are 
held by Treasury and reported at their cost value in the financial statements until sold (see Note 4). 

46 



 

 
    

 
    

   
 

 
 

     
  

  
 

  
    

    
    

      
 

 
    

 
    

     

  
    

 
  

 
    

     
 

 
 

    
 

 
   

  
    

 
  

    
 

      
    

   
 
  

 

J. Accounts Receivable and Interest Receivable 

The majority of receivables for non-Superfund funds represent penalties and interest receivable for 
general fund receipt accounts, unbilled intragovernmental reimbursements receivable, allocations 
receivable from Superfund (eliminated in consolidated totals), and refunds receivable for the STAG 
appropriation. 

Superfund accounts receivable represent recovery of costs from PRPs as provided under CERCLA as 
amended by the Superfund Amendments and Reauthorization Act of 1986. Since there is no assurance 
that these funds will be recovered, cost recovery expenditures are expensed when incurred (see Note 
5). 

The agency records accounts receivable from PRPs for Superfund site response costs when a consent 
decree, judgment, administrative order or settlement is entered. These agreements are generally 
negotiated after at least some, but not necessarily all, of the site response costs have been incurred. It 
is the agency's position that until a consent decree or other form of settlement is obtained, the amount 
recoverable should not be recorded. 

The agency also records accounts receivable from states for a percentage of Superfund site remedial 
action costs incurred by the agency within those states. As agreed to under SSCs, cost sharing 
arrangements may vary according to whether a site was privately or publicly operated at the time of 
hazardous substance disposal and whether the agency response action was removal or remedial. SSC 
agreements are usually for 10 percent or 50 percent of site remedial action costs, depending on who 
has the lead for the site (i.e., publicly or privately owned). States may pay the full amount of their share 
in advance or incrementally throughout the RA process. 

K. Advances and Prepayments 

Advances and prepayments represent funds advanced or prepaid to other entities both internal and 
external to the agency for which a budgetary expenditure has not yet occurred. 

L. Loans Receivable 

Loans are accounted for as receivables after funds have been disbursed. Loans receivable resulting 
from obligations on or before September 30, 1991, are reduced by the allowance for uncollectible 
loans. Loans receivable resulting from loans obligated on or after October 1, 1991 are reduced by an 
allowance equal to the present value of the subsidy costs associated with these loans. The subsidy 
cost is calculated based on the interest rate differential between the loans and Treasury borrowing, the 
estimated delinquencies and defaults net of recoveries offset by fees collected and other estimated 
cash flows associated with these loans. 

M. Appropriated Amounts Held by Treasury 

For the Superfund and LUST Trust Funds and for amounts appropriated from the Superfund Trust Fund 
to the OIG, cash available to the agency that is not needed immediately for current disbursements 
remains in the respective Trust Funds managed by Treasury. 
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 N. Property, Plant and Equipment 

The EPA accounts for its personal and real property accounting records in accordance with SFFAS No. 
6, “Accounting for Property, Plant and Equipment.” For EPA-held property, the Fixed Assets Subsystem 
automatically generates depreciation entries monthly based on acquisition dates. 

A purchase of EPA-held or contract personal property is capitalized if it is valued at $25,000 or more 
and has an estimated useful life of at least two years. For contractor held property, depreciation is 
taken on a modified straight-line basis over a period of six years depreciating 10 percent the first and 
sixth year, and 20 percent in years 2 through 5. Detailed records are maintained and accounted for in 
contractor systems, not in FAS for contractor held property. Acquisitions of EPA-held personal property 
are depreciated using the straight-line method over the specific asset’s useful life, ranging from two to 
15 years. 

Personal property also consists of capital leases. To be defined as a capital lease, it must, at its 
inception, have a lease term of two or more years and the lower of the fair value or present value of the 
minimum lease payments must be $75,000 or more. Capital leases may also contain real property 
(therefore considered in the real property category as well), but these need to meet an $85,000 
capitalization threshold. In addition, the lease must meet one of the following criteria: transfers 
ownership to the EPA, contains a bargain purchase option, the lease term is equal to 75 percent or 
more of the estimated service life, or the present value of the lease and other minimum lease payments 
equal or exceed 90 percent of the fair value. 

Superfund contract property used as part of the remedy for site-specific response actions is capitalized 
in accordance with the agency’s capitalization threshold. This property is part of the remedy at the site 
and eventually becomes part of the site itself. Once the response action has been completed and the 
remedy implemented, the EPA retains control of the property (i.e., pump and treat facility) for 10 years 
or less, and transfers its interest in the facility to the respective state for mandatory operation and 
maintenance – usually 20 years or more. Consistent with the EPA’s 10-year retention period, 
depreciation for this property is based on a 10-year life. However, if any property is transferred to a 
state in a year or less, this property is charged to expense. If any property is sold prior to the EPA 
relinquishing interest, the proceeds from the sale of that property shall be applied against contract 
payments or refunded as required by the Federal Acquisition Regulations. 

An exception to the accounting of contract property includes equipment purchased by the WCF. This 
property is retained in FAS and depreciated utilizing the straight-line method based upon the asset’s 
acquisition date and useful life. 

Real property consists of land, buildings, capital and leasehold improvements and capital leases. Real 
property, other than land, is capitalized when the value is $85,000 or more. Land is capitalized 
regardless of cost. Buildings are valued at an estimated original cost basis, and land is valued at fair 
market value if purchased prior to FY 1997. Real property purchased after FY 1996 is valued at actual 
cost. Depreciation for real property is calculated using the straight-line method over the specific asset’s 
useful life, ranging from 10 to 102 years. Leasehold improvements are amortized over the lesser of 
their useful life or the unexpired lease term. Additions to property and improvements not meeting the 
capitalization criteria, expenditures for minor alterations, and repairs and maintenance are expensed 
when incurred. 

Software for the WCF, a revenue generating activity, is capitalized if the purchase price is $100,000 or 
more with an estimated useful life of two years or more. All other funds capitalize software if those 
investments are considered Capital Planning and Investment Control or CPIC Lite systems with the 
provisions of SFFAS No. 10, “Accounting for Internal Use Software.” Once software enters the 
production life cycle phase, it is depreciated using the straight-line method over the specific asset’s 
useful life ranging from two to 10 years. 

48 



 

 
 

 
  

    
    

     
   

      
 

  
 

     
   

 
 

 
   

 
  

 
   

     
   

  
 

  
 

    
   

 

    
  

   
    

 
   

  
  

     
   

   
 

 
  

 
   

    
  

  
  

 

 

 

O. Liabilities 

Liabilities represent the amount of monies or other resources that are more likely than not to be paid by 
the agency as the result of an agency transaction or event that has already occurred and can be 
reasonably estimated. However, no liability can be paid by the agency without an appropriation or other 
collections. Liabilities for which an appropriation has not been enacted are classified as unfunded 
liabilities and there is no certainty that the appropriations will be enacted. Liabilities of the agency 
arising from other than contracts can be abrogated by the government acting in its sovereign capacity. 

P. Borrowing Payable to the Treasury 

Borrowing payable to Treasury results from loans from Treasury to fund the Asbestos direct loans 
Periodic principal payments are made to Treasury based on the collections of loans receivable. 

Q. Interest Payable to Treasury 

The Asbestos Loan Program makes periodic interest payments to Treasury based on its debt. 

R. Accrued Unfunded Annual Leave 

Annual, sick and other leave is expensed as taken during the fiscal year. Sick leave earned but not 
taken is not accrued as a liability. Annual leave earned but not taken as of the end of the fiscal year is 
accrued as an unfunded liability. Accrued unfunded annual leave is included in Note 33 as a 
component of “Payroll and Benefits Payable.” 

S. Retirement Plan 

There are two primary retirement systems for federal employees. Employees hired prior to January 1, 
1987 may participate in the Civil Service Retirement System. On January 1, 1984, the Federal 
Employees Retirement System went into effect pursuant to Public Law 99-335. Most employees hired 
after December 31, 1983 are automatically covered by FERS and Social Security. Employees hired 
prior to January 1, 1984 elected to either join FERS and Social Security or remain in CSRS. A primary 
feature of FERS is that it offers a savings plan to which the agency automatically contributes one 
percent of pay and matches any employee contributions up to an additional four percent of pay. The 
agency also contributes the employer’s matching share for Social Security. 

With the issuance of SFFAS No. 5, "Accounting for Liabilities of the Federal Government," accounting 
and reporting standards were established for liabilities relating to the federal employee benefit 
programs (Retirement, Health Benefits and Life Insurance). SFFAS No. 5 requires that the employing 
agencies recognize the cost of pensions and other retirement benefits during their employees’ active 
years of service. SFFAS No. 5 requires that the Office of Personnel Management , as administrator of 
the CSRS and FERS, the Federal Employees Health Benefits Program, and the Federal Employees 
Group Life Insurance Program, provide federal agencies with the actuarial cost factors to compute the 
liability for each program. 

T. Prior Period Adjustments and Restatements 

Prior period adjustments, if any, are made in accordance with SFFAS No. 21, “Reporting Corrections of 
Errors and Changes in Accounting Principles.” Specifically, prior period adjustments will only be made 
for material prior period errors to 1) the current period financial statements and 2) the prior period 
financial statements presented for comparison. Adjustments related to changes in accounting principles 
will only be made to the current period financial statements, but not to prior period financial statements 
presented for comparison. 
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U. ARRA Funds 

On February 17, 2009, President Obama signed the American Recovery and Reinvestment Act of 
2009. The Act was enacted to create jobs in the United States, encourage technical advances, assist in 
modernizing the nation's infrastructure and enhance energy independence. The EPA was charged with 
the task of distributing funds to invest in various projects aimed at creating advances in science, health 
and environmental protection that will provide long-term economic benefits. 

The EPA manages almost $7.22 billion in ARRA funded projects and programs that will help achieve 
these goals, offer resources to help other “green” agencies, and administer environmental laws that will 
govern Recovery activities. As of September 30, 2011, the EPA has paid out $6.31 billion. The EPA, in 
collaboration with states, tribes, local governments, territories and other partners, is administering the 
funds it received under the ARRA through four appropriations. The funds include: 

STAGs that in turn include: $4 billion for assistance to help communities with water quality and 
wastewater infrastructure needs and $2 billion for drinking water infrastructure needs (Clean Water and 
Drinking Water State Revolving Fund programs and Water Quality Planning program); $100 million for 
competitive grants to evaluate and clean up former industrial and commercial sites (Brownfields 
program); $300 million for grants and loans to help regional, state and local governments, tribal 
agencies, and non-profit organizations with projects that reduce diesel emissions (Clean Diesel 
programs);  $600 million for the cleanup of hazardous sites (Superfund program); $200 million for 
cleanup of petroleum leaks from underground storage tanks (LUST program); and $20 million for audits 
and investigations conducted by the IG. 

The EPA has committed to focusing on the following areas: Clean Diesel Emissions, Superfund 
Hazardous Waste Cleanup, Cleaner Underground Storage Tank Sites, Revitalized Neighborhoods from 
Brownfields and Cleaner Water and Drinking Water Infrastructures. 

The vast majority of the contracts awarded under the ARRA will be entered into using competitive 
contracts. The EPA is committed fully to ensuring transparency and accountability throughout the 
agency in spending ARRA funds in accordance with OMB guidance. 

The EPA has set up a Stimulus Steering Committee that meets to review and report on the status of the 
distribution of the ARRA funds to ensure transparency and accuracy. The EPA has also developed a 
Stewardship Plan that is an agency-level risk mitigation plan that sets out the agency's ARRA risk 
assessment, internal controls and monitoring activities. The Stewardship Plan is divided into seven 
functional areas: grants, interagency agreements, contracts, human capital/payroll, budget execution, 
performance reporting and financial reporting. The Stewardship Plan was developed around 
Government Accountability Office standards for internal control. Under each functional area, risks are 
assessed and related control, communication and monitoring activities are identified for each impacted 
program. The Stewardship Plan is a dynamic document; the EPA will update the Stewardship Plan as 
revised OMB guidance is issued or additional risks are uncovered. 

The EPA has the three-year EPM treasury symbol 689/10108 that is under the ARRA. The EPA’s other 
ARRA programs are the following: OIG, treasury symbol 689/20113; STAG, treasury symbol 
689/00102; Payment to the Superfund, treasury symbol 689/00249; Superfund, treasury symbol 
689/08195; and LUST, treasury symbol 689/08196. 
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V. Deepwater Horizon Oil Spill 

On April 20, 2010, the Deepwater Horizon drilling rig exploded, releasing large volumes of oil into the 
Gulf of Mexico. As a responsible party, British Petroleum is required by the 1990 Oil Pollution Act to 
fund the cost of the response and cleanup operations. In FY 2011, the EPA continued to work on the 
cleanup effort in conjunction with the U.S. Coast Guard, who was named the lead Federal On-Scene 
Coordinator, and is assisting the Department of Justice on the pending civil litigation. 

W. Use of Estimates 

The preparation of financial statements requires management to make certain estimates and 
assumptions that affect the reported amounts of assets and liabilities and the reported amounts of 
revenue and expenses during the reporting period. Actual results could differ from those estimates. 

Note 2. Fund Balance with Treasury 

FBWT as of September 30, 2011 and 2010, consists of the following: 
FY 2011 FY 2010 

Entity Non-Entity Entity Non-Entity 
Assets Assets Total Assets Assets Total 

Trust Funds: 
Superfund $ 114,540 $ - $ 114,540 $ 106,247$ - $ 106,247 
LUST 60,558 - 60,558 55,132 - 55,132 
Oil Spill & Misc. 4,085 - 4,085 9,644 - 9,644 

Revolving Funds: 
FIFRA/Tolerance 3,571 - 3,571 4,204 - 4,204 
Working Capital 68,776 - 68,776 80,485 - 80,485 
Cr. Reform Finan. 390 - 390 390 - 390 

Appropriated 12,086,770 - 12,086,770 14,049,511 - 14,049,511 
Other Fund Types 314,522 9,329 323,851 289,149 8,262 297,411 

Total $ 12,653,212 $ 9,329 $ 12,662,541$ 14,594,762 $ 8,262 $ 14,603,024 

Entity fund balances, except for special fund receipt accounts, are available to pay current liabilities and 
to finance authorized purchase commitments (see Status of Fund Balances below). Entity Assets for 
Other Fund Types consist of special purpose funds and special fund receipt accounts, such as the 
Pesticide Registration funds and the Environmental Services receipt account. The Non-Entity Assets for 
Other Fund Types consist of clearing accounts and deposit funds, which are either awaiting 
documentation for the determination of proper disposition or being held by the EPA for other entities. 

Status of Fund Balances: FY 2011 FY 2010 

Unobligated Amounts in Fund Balance:
  Available for Obligation $                   3,326,812 $                   4,430,813 

  Unavailable for Obligation                      171,038                      195,529 

Net Receivables from Invested Balances                 (3,485,275)                 (3,736,818)
 
Balances in Treasury Trust Fund  (Note 38)                          1,310                        (1,115)
 
Obligated Balance not yet Disbursed                 12,336,466                 13,432,954 

Non-Budgetary FBWT                      312,190                      281,661 


Totals $              12,662,541 $              14,603,024 

The funds available for obligation may be apportioned by OMB for new obligations at the beginning of 
the following fiscal year. Funds unavailable for obligation are mostly balances in expired funds, which 
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are available only for adjustments of existing obligations. For FY 2011 and FY 2010 no differences 
existed between Treasury’s accounts and the EPA’s statements for fund balances with Treasury. 

Note 3. Cash and Other Monetary Assets 

As of September 30, 2011 and 2010, the balance in the imprest fund was $10,000. 

Note 4. Investments 

As of September 30, 2011 and 2010, investments related to Superfund and LUST consist of the 
following: 

Cost 
Amortized 
(Premium) 
Discount 

Interest 
Receivable 

Investments, 
Net 

Market 
Value 

Intragovernmental Securities: 
Non-Marketable FY 2011 $ 6,959,480$ (137,103) $ 15,614 $ 7,112,197 $ 7,112,197 
Non-Marketable FY 2010 $ 7,079,053$ (139,302) $ 25,258 $ 7,243,613 $ 7,243,613 

CERCLA, as amended by SARA, authorizes the EPA to recover monies to clean up Superfund sites 
from responsible parties. Some RPs file for bankruptcy under Title 11 of the U.S. Code. In bankruptcy 
settlements, the EPA is an unsecured creditor and is entitled to receive a percentage of the assets 
remaining after secured creditors have been satisfied. Some RPs satisfy their debts by issuing 
securities of the reorganized company. The agency does not intend to exercise ownership rights to 
these securities, and instead will convert them to cash as soon as practicable (see Note 6). All 
investments in Treasury securities are earmarked funds (see Note 19). 

The federal government does not set aside assets to pay future benefits or other expenditures 
associated with earmarked funds. The cash receipts collected from the public for an earmarked fund 
are deposited in the Treasury, which uses the cash for general government purposes. Treasury 
securities are issued to the EPA as evidence of its receipts. Treasury securities are an asset to the EPA 
and a liability to the Treasury. Because the EPA and the Treasury are both parts of the government, 
these assets and liabilities offset each other from the standpoint of the government as a whole. For this 
reason, they do not represent an asset or liability in the U.S. governmentwide financial statements. 

Treasury securities provide the EPA with authority to draw upon the U.S. Treasury to make future 
benefit payments or other expenditures. When the EPA requires redemption of these securities to make 
expenditures, the government finances those expenditures out of accumulated cash balances, by 
raising taxes or other receipts, by borrowing from the public or repaying less debt, or by curtailing other 
expenditures. This is the same way that the government finances all other expenditures. 
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Note 5. Accounts Receivable, Net 

The Accounts Receivable as of September 30, 2011 and 2010 consist of the following: 

FY 2011 FY 2010 
Intragovernmental: 
Accounts & Interest Receivable $ 35,518$ 45,698 

Total $ 35,518 $ 45,698 

Non-Federal: 
Unbilled Accounts Receivable $ 159,170$ 143,444 
Accounts & Interest Receivable 2,176,215 1,958,981 
Less: Allowance for Uncollectibles (1,821,195) (1,684,890) 

Total $ 514,190 $ 417,535 

The Allowance for Uncollectible Accounts is determined both on a specific identification basis, as a 
result of a case-by-case review of receivables, and on a percentage basis for receivables not 
specifically identified. 

Note 6. Other Assets 

Other Assets as of September 30, 2011 and 2010 consist of the following: 

Intragovernmental: FY 2011 FY 2010 

Advances to Federal Agencies 
Advances for Postage 

Total 

$ 

$ 

251,649$ 
154 

251,803 $ 

223,165 
131 

223,296 

Non-Federal: 
Travel Advances 
Letter of Credit Advances 
Other Advances 
Operating Materials and Supplies 
Inventory for Sale 

Total 

$ 

$ 

486 $ 
-

1,838 
140 
102 

2,566 $ 

432 
9 

2,105 
149 
139 

2,834 

Note 7. Loans Receivable, Net 

Loans Receivable consists of Asbestos Loan Program loans disbursed from obligations made prior to 
FY 1992 and are presented net of allowances for estimated uncollectible loans, if an allowance was 
considered necessary. Loans disbursed from obligations made after FY 1991 are governed by the 
Federal Credit Reform Act, which mandates that the present value of the subsidy costs (i.e., interest 
rate differentials, interest subsidies, anticipated delinquencies and defaults) associated with direct loans 
be recognized as an expense in the year the loan is made. The net loan present value is the gross loan 
receivable less the subsidy present value. The amounts as of September 30, 2011 and 2010 are as 
follows: 
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Loans 
Receivable, 

Gross 

FY 2011 

Allowance* 
Value of Assets 

Related to 
Direct Loans 

Loans 
Receivable, 

Gross 

FY 2010 

Allowance* 
Value of Assets 

Related to 
Direct Loans 

Direct Loans 
Obligated Prior to 
FY 1992 

$ 44 $ - $ 44 $ 545 $ - $ 545 

Direct Loans 
Obligated After FY 
1991 

2,194 (131) 2,063 4,931 (222) 4,709

      Total $ 2,238 $ (131) $ 2,107 $ 5,476 $ (222) $ 5,254 

* Allowance for Pre-Credit Reform loans (prior to FY 1992) is the Allowance for Estimated Uncollectible 
Loans, and the Allowance for Post Credit Reform Loans (after FY 1991) is the Allowance for Subsidy 
Cost (present value). 

During FY 2008, the EPA made a payment within the Treasury for the Asbestos Loan Program based 
on an upward re-estimate of $33,000 for increased loan financing costs. It was believed that the 
payment only consisted of “interest” costs and, as such, an automatic apportionment, per OMB Circular 
A-11, Section 120.83, was deemed appropriate. However, approximately one-third ($12,000) of the 
$33,000 re-estimate was for increased “subsidy” costs which requires an approved apportionment by 
OMB before any payment could be made. Therefore, the payment resulted in a minor technical Anti-
deficiency Act violation. On October 13, 2009, the EPA transmitted, as required by OMB Circular A-11, 
Section 145, written notifications to the 1) President, 2) President of the Senate, 3) Speaker of the 
House of Representatives, 4) Comptroller General and 5) the Director of OMB. On May 18, 2011, the 
EPA sent a supplemental letter to the OMB Director to further identify the names of the persons 
responsible for the violation, and that they were not suspected of willfully or knowingly violating the 
ADA. 

Subsidy Expenses for Credit Reform Loans (reported on a cash basis): 
Interest Rate Technical Total 
Re-estimate Re-estimate 

Upward Subsidy Reestimate – FY 2011 $ 104 $ 39 $ 143 
Downward Subsidy Reestimate - FY 2011 -

FY 2011 Totals $ 104 $ 39 $ 143 

Upward Subsidy Reestimate – FY 2010 $ 5 $ 2 $ 7 
Downward Subsidy Reestimate - FY 2010 (35) (16) (51) 
FY 2010 Totals $ (30) $ (14) $ (44) 
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Schedule for Reconciling Subsidy Cost Allowance Balances 
(Post-1991 Direct Loans) 

FY 2011 FY 2010 

Beginning balance of the subsidy cost allowance $ (222) $ (948) 

Add: subsidy expense for direct loans disbursed during the 
reporting years by component: 

Interest rate differential costs 
Default costs (net of recoveries) 
Fees and other collections 
Other subsidy costs 

Total of the above subsidy expense components $ - $ -

Adjustments: 
Loan Modification 
Fees received 
Foreclosed property acquired 
Loans written off 
Subsidy allowance amortization 
Other 

End balance of the subsidy cost allowance before reestimates 

234 

234 

477 

477 

Add or subtract subsidy reestimates by component: 
(a) Interest rate reestimate 
(b) Technical/default reestimate 
Total of the above reestimate components 

(104) 
(39) 

(143) 

176 
73 

249 

Ending Balance of the subsidy cost allowance $ (131) $ (222) 

EPA has not disbursed Direct Loans since 1993. 

Note 8. Accounts Payable and Accrued Liabilities 

The Accounts Payable and Accrued Liabilities are current liabilities and consist of the following 
amounts as of September 30, 2011 and 2010: 

FY 2011 FY 2010 
Intragovernmental: 
Accounts Payable $ 62 $ 1,466 
Accrued Liabilities 52,386 49,859 

Total $ 52,448 $ 51,325 

Non-Federal: FY 2011 FY 2010 
Accounts Payable $ 69,505$ 118,033 
Advances Payable 
Interest Payable 
Grant Liabilities 

3 
7 

503,249 

8 
7 

650,526 
Other Accrued Liabilities 344,002 262,874 

Total $ 916,766 $ 1,031,448 

Other Accrued Liabilities primarily relate to contractor accruals. 
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Note 9. General Property, Plant and Equipment, Net 

General property, plant and equipment consist of software, real property, the EPA and contractor-held 
personal property and capital leases. 

As of September 30, 2011 and 2010, General PP&E consist of the following: 

FY 2011 FY 2010 
Acquisition Accumulated Net Book Value Acquisition Accumulated Net Book 

Value Depreciation Value Depreciation Value 
EPA-Held Equipment $ 255,049 $ (147,219)$ 107,830 $ 252,920 $ (145,672)$ 107,248 

Software 527,603 (190,302) 337,301 443,847 (158,034) 285,813 
Contractor Held Equip. 66,808 (22,104) 44,704 95,494 (39,225) 56,269 

Land and Buildings 653,518 (188,382) 465,136 630,252 (177,654) 452,598 

Capital Leases 35,440 (23,612) 11,828 35,440 (22,247) 13,193 

Total $ 1,538,418 $ (571,619) $ 966,799 $ 1,457,953 $ (542,832) $ 915,121 

Note 10. Debt Due to Treasury 

The debt due to Treasury consists of borrowings to finance the Asbestos Loan Program. The debt to 
Treasury as of September 30, 2011 and 2010 is as follows: 

All Other Funds 
Beginning 
Balance 

FY 2011 
Net 

Borrowing 
Ending 
Balance 

Beginning 
Balance 

FY 2010 
Net 

Borrowing 
Ending 
Balance 

Intragovernmental: 

Debt to Treasury $ 4,844 $ (2,251)$ 2,593 $ 9,983 $ (5,139) $ 4,844 

Note 11. Stewardship Land 

The agency acquires title to certain property and property rights under the authorities provided in 
CERCLA Section 104(j) related to remedial clean-up sites. The property rights are in the form of fee 
interests (ownership) and easements to allow access to clean-up sites or to restrict usage of 
remediated sites. The agency takes title to the land during remediation and transfers it to state or local 
governments upon the completion of cleanup. A site with “land acquired” may have more than one 
acquisition property. Sites are not counted as a withdrawal until all acquired properties have been 
transferred under the terms of 104(j). 
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As of September 30, 2011, the agency possesses the following land and land rights: 

FY 2011 FY 2010 

Superfund Sites with 
Easements 
Beginning Balance 
Additions 
Withdrawals 
Ending Balance 

35 
1 
0 

36 

33 
2 
0 

35 

Superfund Sites with 
Land Acquired 
Beginning Balance 
Additions 
Withdrawals 
Ending Balance 

32 
4 
2 

34 

30 
2 
0 

32 

Note 12. Custodial Liability 

Custodial Liability represents the amount of net accounts receivable that, when collected, will be 
deposited to the Treasury General Fund. Included in the custodial liability are amounts for fines and 
penalties, interest assessments, repayments of loans, and miscellaneous other accounts receivable. As 
of September 30, 2011 and 2010, custodial liability is approximately $57 million and $53 million, 
respectively. 
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Other Liabilities consist of the following as of September 30, 2010: 

Covered by Not Covered by 
Other Liabilities – Intragovernmental Budgetary Budgetary Total 

Resources Resources 
Current 
Employer Contributions & Payroll Taxes$ 22,585 $ -$ 22,585 
WCF Advances 1,706 - 1,706 
Other Advances 52,596 - 52,596 
Advances, HRSTF Cashout 20,431 - 20,431 
Deferred HRSTF Cashout 1,831 - 1,831 
Liability for Deposit Funds - - -
Resources Payable to Treasury 649 - 649 
Subsidy Payable to Treasury 256 - 256 

Non-Current 
Unfunded FECA Liability - 10,232 10,232 
Payable to Treasury Judgment Fund - 22,000 22,000 
Total Intragovernmental $ 100,054 $ 32,232$ 132,286 

Other Liabilities - Non-Federal 
Current 
Unearned Advances $ 65,314 $ -$ 65,314 
Liability for Deposit Funds 8,128 - 8,128 
Contract Holdbacks 155 - 155 

Non-Current 
Other Liabilities - 200 200 
Capital Lease Liability - 26,199 26,199 

Total Non-Federal $ 73,597 $ 26,399$ 99,996 

Note 14. Leases 

Capital Leases: 

The value of assets held under Capital Leases as of September 30, 2011 and 2010 are as follows: 

Summary of Assets Under Capital Lease: 
Real Property $ 
Personal Property 
Software License 

FY 2011 
35,285 $ 

155 
-

FY 2010 
35,285 

155 
-

Total $ 35,440 $ 35,440 
Accumulated Amortization $ 23,612 $ 22,246 

The EPA had two capital leases for land and buildings housing scientific laboratories and computer 
facilities. All of these leases include a base rental charge and escalation clauses based upon either 
rising operating costs and/or real estate taxes. The base operating costs are adjusted annually 
according to escalators in the Consumer Price Indices published by the Bureau of Labor Statistics, U.S. 
Department of Labor. Two leases terminate in FY 2013 and FY 2025. 
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Note 13. Other Liabilities 

Other Liabilities consist of the following as of September 30, 2011: 

Covered by Not Covered by 
Other Liabilities – Intragovernmental Budgetary Budgetary Total 

Resources Resources 
Current 
Employer Contributions & Payroll Taxes$ 25,495 $ -$ 25,495 
WCF Advances 1,337 - 1,337 
Other Advances 38,981 - 38,981 
Advances, HRSTF Cashout 34,979 - 34,979 
Deferred HRSTF Cashout - - -
Liability for Deposit Funds - - -
Resources Payable to Treasury 3 - 3 
Subsidy Payable to Treasury - - -

Non-Current 
Unfunded FECA Liability - 10,115 10,115 
Payable to Treasury Judgment Fund - 22,000 22,000 

Total Intragovernmental $ 100,795$ 32,115$ 132,910 

Other Liabilities - Non-Federal 
Current 
Unearned Advances, Non-Federal $ 70,084 $ -$ 70,084 
Liability for Deposit Funds, Non-Federal 9,194 - 9,194 
Contract Holdbacks - - -

Non-Current 
Other Liabilities - - -
Capital Lease Liability - 24,711 24,711 

Total Non-Federal $ 79,278 $ 24,711$ 103,989 
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The total future minimum capital lease payments are listed as follows: 

Future Payments Due:
 
Fiscal Year Capital Leases
 
2012 $ 5,714 
2013 5,714 
2014 4,215 
2015 4,215 
After 5 years 39,340 
Total Future Minimum Lease Payments 59,198 
Less: Imputed Interest $ (34,487) 
Net Capital Lease Liability 24,711 
Liabilities not Covered by Budgetary Resources $ 24,711 
(See Note 13) 

Operating Leases: 

The U.S. General Services Administration provides leased real property (land and buildings) as office 
space for the EPA’s employees. GSA charges a Standard Level User Charge that approximates the 
commercial rental rates for similar properties. 

The EPA had two direct operating leases for land and buildings housing scientific laboratories and 
computer facilities. The leases include a base rental charge and escalation clauses based upon either 
rising operating costs and/or real estate taxes. The base operating costs are adjusted annually 
according to escalators in the Consumer Price Indices published by the Bureau of Labor Statistics. Two 
leases expire in FY 2017 and FY 2020. These charges are expended from the EPM appropriation. 

The total minimum future operating lease costs are listed below: 
Operating Leases, Land and 

Buildings 
Fiscal Year 
2012 $ 89 
2013 89 
2014 89 
2015 89 
Beyond 2015 285 

Total Future Minimum Lease Payments$ 641 

Note 15. Federal Employees’ Compensation Act Actuarial Liabilities 

FECA provides income and medical cost protection to covered federal civilian employees injured on the 
job, employees who have incurred a work-related occupational disease, and beneficiaries of employees 
whose death is attributable to a job-related injury or occupational disease. Annually, the EPA is 
allocated the portion of the long-term FECA actuarial liability attributable to the entity. The liability is 
calculated to estimate the expected liability for death, disability, medical and miscellaneous costs for 
approved compensation cases. The liability amounts and the calculation methodologies are provided by 
the Department of Labor. 
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The FECA Actuarial Liability as of September 30, 2011 and 2010 was $44.8 million and $44.9 million, 
respectively. The FY 2011 present value of these estimated outflows is calculated using a discount rate 
of 3.535 percent in the first year, and 4.025 percent in the years thereafter. The estimated future costs 
are recorded as an unfunded liability. 

Note 16. Cashout Advances, Superfund 

Cashout advances are funds received by the EPA, a state or another PRP under the terms of a 
settlement agreement (e.g., consent decree) to finance response action costs at a specified Superfund 
site. Under CERCLA Section 122(b)(3), cashout funds received by the EPA are placed in site-specific, 
interest bearing accounts known as special accounts and are used for potential future work at such 
sites in accordance with the terms of the settlement agreement. Funds placed in special accounts may 
be disbursed to PRPs, to states that take responsibility for the site, or to other federal agencies to 
conduct or finance response actions in lieu of the EPA without further appropriation by Congress. As of 
September 30, 2011 and 2010, cashouts are approximately $790 million and $637 million, respectively. 

Note 17. Unexpended Appropriations – Other Funds 

As of September 30, 2011 and 2010, the Unexpended Appropriations consist of the following: 

Unexpended Appropriations: FY 2011 FY 2010 
Unobligated 
Available $ 1,151,603$ 184,815 
Unavailable 74,517 275,592 

Undelivered Orders 10,236,478 12,882,377 
Total $ 11,462,598 $ 13,342,784 

Note 18. Commitments and Contingencies 

The EPA may be a party in various administrative proceedings, actions and claims brought by or 
against it. These include: 

•	 Various personnel actions, suits or claims brought against the agency by employees and others. 

•	 Various contract and assistance program claims brought against the agency by vendors, grantees 
and others. 

•	 The legal recovery of Superfund costs incurred for pollution cleanup of specific sites, to include the 
collection of fines and penalties from responsible parties. 

•	 Claims against recipients for improperly spent assistance funds, which may be settled by a 
reduction of future agency funding to the grantee or the provision of additional grantee matching 
funds. 

As of September 30, 2011 and 2010 total accrued liabilities for commitments and potential loss 
contingencies is $10.2 million and $4.37 million, respectively. Further discussion of the cases and 
claims that give rise to this accrued liability are discussed immediately below. 
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Litigation Claims and Assessments 

There is currently one legal claim that has been asserted against the EPA pursuant to the Federal Tort 
Claims and Fair Labor Standards Acts. This loss has been deemed probable, and the unfavorable 
outcome is estimated to be between $10 million and $15 million. The EPA has accrued the higher 
conservative amount as of September 30, 2011. The maximum amount of exposure under the claim 
could range as much as $15 million in the aggregate. 

Superfund 

Under CERCLA Section 106(a), the EPA issues administrative orders that require parties to clean up 
contaminated sites. CERCLA Section 106(b) allows a party that has complied with such an order to 
petition the EPA for reimbursement from the fund of its reasonable costs of responding to the order, 
plus interest. To be eligible for reimbursement, the party must demonstrate either that it was not a liable 
party under CERCLA Section 107(a) for the response action ordered, or that the agency’s selection of 
the response action was arbitrary and capricious or otherwise not in accordance with law. 

Judgment Fund 

In cases that are paid by the U.S. Treasury Judgment Fund, the EPA must recognize the full cost of a 
claim regardless of which entity is actually paying the claim. Until these claims are settled or a court 
judgment is assessed and the Judgment Fund is determined to be the appropriate source for the 
payment, claims that are probable and estimable must be recognized as an expense and liability of the 
agency. For these cases, at the time of settlement or judgment, the liability will be reduced and an 
imputed financing source recognized. See Interpretation of Federal Financial Accounting Standards No. 
2, “Accounting for Treasury Judgment Fund Transactions.” 

As of September 30, 2011, there are no material claims pending in the Treasury’s Judgment Fund. 
However, the EPA has a $22 million liability to the Treasury Judgment Fund for a payment made by the 
Fund to settle a contract dispute claim. 

Other Commitments 

The EPA has a commitment to fund the United States government’s payment to the Commission of the 
North American Agreement on Environmental Cooperation between the Governments of Canada, the 
Government of the United Mexican States, and the Government of the United States of America 
(commonly referred to as the Commission for Environmental Cooperation). According to the terms of 
the agreement, each government pays an equal share to cover the operating costs of the CEC. For the 
periods ended September 30, 2011 and 2010, the EPA paid $3 million for each of these periods to the 
CEC. A payment of $3 million was made in FY 2011. 

The EPA has a legal commitment under a non-cancellable agreement, subject to the availability of 
funds, with the United Nations Environment Program. This agreement enables the EPA to provide 
funding to the Multilateral Fund for the Implementation of the Montreal Protocol. The EPA made 
payments totaling $8.35 million in FY 2011. Future payments totaling $11 million have been deemed 
reasonably possible and are anticipated to be paid in FY 2012 through 2014. 
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Note 19. Earmarked Funds 

Balance sheet as of September 30, 2011 
Assets 
Fund Balance with Treasury 
Investments 
Accounts Receivable, Net 
Other Assets 

Total Assets 

Environmental LUST 
Services 

$ 302,677 $ 
-
-
-

302,677 

Superfund Other Earmarked 
Funds 

60,558 $ 114,540 $ 19,500 $ 
3,535,052 3,577,145 -

- 445,303 16,866 
347 118,355 4,415 

3,595,957 4,255,343 40,781 

Total Earmarked 
Funds 

497,275 
7,112,197 

462,169 
123,117 

8,194,758 

Other Liabilities 
Total Liabilities 

$ 
$ 

- $ 
- $ 

20,757 $ 
20,757 $ 

1,111,724 $ 
1,111,724 $ 

35,114 $ 
35,114 $ 

1,167,595 
1,167,595 

Cumulative Results of Operations $ 302,677 $ 3,575,200 $ 3,146,619 $ 5,667 $ 7,027,163 

Total Liabilities and Net Position $ 302,677 $ 3,595,957 $ 4,255,343 $ 40,781 $ 8,194,758 

Statement of Changes in Net Cost for the 
Period Ended September 30, 2011 
Gross Program Costs 
Less: Earned Revenues 

$ - $ 
-

209,613 $ 
-

1,908,317 $ 
532,006 

124,214 $ 
110,839 

2,242,144 
642,845 

Net Cost of Operations $ - $ 209,613 $ 1,376,311 $ 13,375 $ 1,599,299 

Statement  of Changes in Net Position for the 
Period ended September 30, 2011 
Net Position, Beginning of Period 
Nonexchange Revenue- Securities Investments 
Nonexchange Revenue 
Other Budgetary Finance Sources 
Other Financing Sources 
Net Cost of Operations 

$ 273,416 $ 
-

29,261 
-
-
-

3,539,217 $ 
93,156 

152,127 
-

314 
(209,613) 

3,340,498 $ 
27,266 
3,596 

1,120,663 
27,907 

(1,376,311) 

(749) $ 
7 
-

18,342 
1,441 

(13,375) 

7,152,382 
120,429 
184,984 

1,139,005 
29,662 

(1,599,299) 

Change in Net Position $ 29,261 $ 35,984 $ (196,879) $ 6,415 $ (125,219) 

Net Position $ 302,677 $ 3,575,201 $ 3,143,619 $ 5,666 $ 7,027,163 
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Environmental LUST Superfund 
Balance sheet as of September 30, 2010 Services 
Assets 
Fund Balance with Treasury $ 273,420 $ 55,132 $ 106,247 $ 
Investments - 3,502,913 3,740,700 
Accounts Receivable, Net - - 391,388 
Other Assets - 266 115,729 

Total Assets 273,420 3,558,311 4,354,064 

Other Earmarked 
Funds 

29,578 $ 
-

7,697 
6,199 

43,474 

Total Earmarked 
Funds 

464,377 
7,243,613 

399,085 
122,194 

8,229,269 

Other Liabilities $ 4 
Total Liabilities $ 4 

$ 
$ 

19,094 $ 
19,094 $ 

1,013,566$ 
1,013,566$ 

44,223 $ 
44,223 $ 

1,076,887 
1,076,887 

Cumulative Results of Operations $ 273,416 $ 3,539,217$ 3,340,498$ (749) $ 7,152,382 

Total Liabilities and Net Position $ 273,420 $ 3,558,311$ 4,354,064$ 43,474 $ 8,229,269 

Statement of Net Cost for the 
Period Ended September 30, 2010 
Gross Program Costs $ - $ 
Less: Earned Revenues -

181,870 $ 1,844,712$ 
484,165 

121,214 $ 
98,246 

2,147,796 
582,411 

Net Cost of Operations $ - $ 181,870 $ 1,360,547$ 22,968 $ 1,565,385 

Statement of Changes in Net Position for the 
Period ended September 30, 2010 
Net Position, Beginning of Period $ 231,820 $ 
Nonexchange Revenue- Securities Investments -
Nonexchange Revenue 41,596 
Other Budgetary Finance Sources -
Other Financing Sources -
Net Cost of Operations -

3,436,303$ 
115,523 
168,990 

-
271 

(181,870) 

3,416,536$ 
14,968 
3,396 

1,241,402 
24,743 

(1,360,547) 

1,817 $ 
13 
2 

18,379 
2,008 

(22,968) 

7,086,476 
130,504 
213,984 

1,259,781 
27,022 

(1,565,385) 

Change in Net Position $ 41,596 $ 102,914 $ (76,038)$ (2,566)$ 65,906 

Net Position $ 273,416 $ 3,539,217$ 3,340,498$ (749) $ 7,152,382 

Earmarked funds are as follows: 

Environmental Services Receipt Account: The Environmental Services Receipt Account authorized 
by a 1990 act, “To amend the Clean Air Act (P.L. 101-549),”, was established for the deposit of fee 
receipts associated with environmental programs, including radon measurement proficiency ratings and 
training, motor vehicle engine certifications, and water pollution permits. Receipts in this special fund 
can only be appropriated to the S&T and EPM appropriations to meet the expenses of the programs 
that generate the receipts if authorized by Congress in the agency's appropriations bill. 

LUST Trust Fund: The LUST Trust Fund was authorized by the Superfund Amendments and 
Reauthorization Act of 1986 as amended by the Omnibus Budget Reconciliation Act of 1990. The LUST 
appropriation provides funding to respond to releases from leaking underground petroleum tanks. The 
agency oversees cleanup and enforcement programs that are implemented by the states. Funds are 
allocated to the states through cooperative agreements to clean up those sites posing the greatest 
threat to human health and the environment. Funds are used for grants to non-state entities including 
Indian tribes under Section 8001 of the Resource Conservation and ARRA. The program is financed by 
a one cent per gallon tax on motor fuels that will expire on September 30, 2011. 

Superfund Trust Fund: In 1980, the Superfund Trust Fund was established by CERCLA to provide 
resources to respond to and clean up hazardous substance emergencies and abandoned, uncontrolled 
hazardous waste sites. The Superfund Trust Fund financing is shared by federal and state 
governments as well as industry. The EPA allocates funds from its appropriation to other federal 
agencies to carry out CERCLA. Risks to public health and the environment at uncontrolled hazardous 
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waste sites qualifying for the agency's National Priorities List are reduced and addressed through a 
process involving site assessment and analysis and the design and implementation of cleanup 
remedies. NPL cleanups and removals are conducted and financed by the EPA, private parties, or 
other federal agencies. The Superfund Trust Fund includes Treasury’s collections, special account 
receipts from settlement agreements, and investment activity. 

Other Earmarked Funds: 

Oil Spill Liability Trust Fund: The Oil Spill Liability Trust Fund was authorized by the Oil Pollution Act 
of 1990. Monies are appropriated from the Oil Spill Liability Trust Fund to EPA’s Oil Spill Response 
Account each year. The agency is responsible for directing, monitoring and providing technical 
assistance for major inland oil spill response activities. This responsibility involves setting oil prevention 
and response standards, initiating enforcement actions for compliance with OPA and Spill Prevention 
Control and Countermeasure requirements, and directing response actions when appropriate. The 
agency carries out research to improve response actions to oil spills including research on the use of 
remediation techniques such as dispersants and bioremediation. Funding for specific oil spill cleanup 
actions is provided through the U.S. Coast Guard from the Oil Spill Liability Trust Fund through 
reimbursable Pollution Removal Funding Agreements and other inter-agency agreements. 

Miscellaneous Contributed Funds Trust Fund: The Miscellaneous Contributed Funds Trust Fund 
authorized in the Federal Water Pollution Control Act (Clean Water Act) as amended P.L. 92-500 (The 
Federal Water Pollution Control Act Amendments of 1972), includes gifts for pollution control programs 
that are usually designated for a specific use by donors and/or deposits from pesticide registrants to 
cover the costs of petition hearings when such hearings result in unfavorable decisions to the petitioner. 

Pesticide Registration Fund: The Pesticide Registration Fund authorized by a 2004 Act, 
“Consolidated Appropriations Act (P.L. 108-199),”, and reauthorized in 2007 for five more years, for the 
expedited processing of certain registration petitions and associated establishment of tolerances for 
pesticides to be used in or on food and animal feed. Fees covering these activities, as authorized under 
the FIFRA Amendments of 1988, are to be paid by industry and deposited into this fund group. 

Reregistration and Expedited Processing Fund: The Revolving Fund was authorized by the FIFRA 
of 1972, as amended by the FIFRA Amendments of 1988 and as amended by the Food Quality 
Protection Act of 1996. Pesticide maintenance fees are paid by industry to offset the costs of pesticide 
re-registration and reassessment of tolerances for pesticides used in or on food and animal feed, as 
required by law. 

Tolerance Revolving Fund: The Tolerance Revolving Fund was authorized in 1963 for the deposit of 
tolerance fees. Fees are paid by industry for federal services to set pesticide chemical residue limits in 
or on food and animal feed. The fees collected prior to January 2, 1997 were accounted for under this 
fund. Presently, collection of these fees is prohibited by statute, enacted in the Consolidated 
Appropriations Act, 2004 (P.L. 108-199). 

Exxon Valdez Settlement Fund: The Exxon Valdez Settlement Fund authorized by P.L. 102-389, 
“Making appropriations for the Department of Veterans Affairs and Housing and Urban Development, 
and for sundry independent agencies, boards, commissions, corporations, and offices for the fiscal year 
ending September 30, 1993,”, has funds available to carry out authorized environmental restoration 
activities. Funding is derived from the collection of reimbursements under the Exxon Valdez settlement 
as a result of an oil spill. 
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Note 20. Intragovernmental Costs and Exchange Revenue 

Exchange, or earned revenues on the Statement of Net Cost include income from services provided to 
federal agencies and the public, interest revenue (with the exception of interest earned on trust fund 
investments), and miscellaneous earned revenue. 

FY 2011 FY 2010 

Intragovern With the Intragovern With the 
mental Public Total mental Public Total 

Clean Air 
Program Costs $ 159,456 $ 1,035,680 $ 1,195,136 $ 170,677 $ 1,048,124 $ 1,218,801 
Earned Revenue 13,586 1,034 14,620 18,923 5,906 24,829 

NET COST $ 145,870 $ 1,034,646 $ 1,180,516 $ 151,754 $ 1,042,218 $ 1,193,972 

Clean and Safe Water 
Program Costs $ 252,748 $ 5,125,894 $ 5,378,642 $ 193,456 $ 6,197,330 $ 6,390,786 
Earned Revenue 7,333 1,458 8,791 2,803 2,524 5,327 

NET COSTS $ 245,415 $ 5,124,436 $ 5,369,851 $ 190,653 $ 6,194,806 $ 6,385,459 

Land Preservation & 
Restoration 

Program Costs $ 390,431 $ 2,180,996 $ 2,571,427 $ 342,734 $ 2,096,211 $ 2,438,945 
Earned Revenue 124,874 494,249 619,123 103,687 446,569 550,256 

NET COSTS $ 265,557 $ 1,686,747 $ 1,952,304 $ 239,047 $ 1,649,642 $ 1,888,689 

Healthy Communities & 
Ecosystems 

Program Costs $ 335,757 $ 1,289,505 $ 1,625,262 $ 293,850 $ 1,265,653 $ 1,559,503 
Earned Revenue 12,010 38,725 50,735 64,034 44,144 108,178 

NET COSTS $ 323,747 $ 1,250,780 $ 1,574,527 $ 229,816 $ 1,221,509 $ 1,451,325 

Compliance & 
Environmental 
Stewardship 

Program Costs $ 192,243 $ 614,514 $ 806,757 $ 182,299 $ 615,931 $ 798,230 
Earned Revenue 3,607 1,455 5,062 3,400 1,494 4,894 

NET COSTS $ 188,636 $ 613,059 $ 801,695 $ 178,899 $ 614,437 $ 793,336 

Total 
Program Costs $ 1,330,635 $ 10,246,589 $ 11,577,224 $ 1,183,016 $ 11,223,249 $ 12,406,265 
Earned Revenue 161,410 536,921 698,331 192,847 500,637 693,484 

NET COSTS $ 1,169,225 $ 9,709,668 $ 10,878,893 $ 990,169 $ 10,722,612 $ 11,712,781 

Intragovernmental costs relate to the source of goods or services not the classification of the related 
revenue. 

Note 21. Cost of Stewardship Land 

There were costs of approximately $438,000 related to the acquisition of stewardship land for 
September 30, 2011, and no costs for September 30, 2010. These costs are included in the Statement 
of Net Cost. 

Note 22. Environmental Cleanup Costs 

As of September 30, 2011, the EPA has two sites that requires clean up stemming from its activities. 
For sites that had previously been listed, it was determined by the EPA’s Office of General Counsel to 
discontinue reporting the potential environmental liabilities for the following reasons:  1) although the 
EPA has been put on notice that it is subject to a contribution claim under CERCLA, no direct demand 
for compensation has been made to the EPA; 2) any demand against the EPA will be resolved only 
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after the Superfund cleanup work is completed, which may be years in the future; and 3) there was no 
legal activity on these matters in FY2010 or in FY2011. 

Accrued Cleanup Cost: 

The EPA has 15 sites that will require permanent closure, and the EPA is responsible to fund the 
environmental cleanup of those sites. As of September 30, 2011 and 2010, the estimated costs for site 
cleanup were $20.84 million and $20.15 million, respectively. Since the cleanup costs associated with 
permanent closure were not primarily recovered through user fees, the EPA has elected to recognize 
the estimated total cleanup cost as a liability and record changes to the estimate in subsequent years. 

Note 23. State Credits 

Authorizing statutory language for Superfund and related federal regulations requires states to enter 
into Superfund State Contracts when the EPA assumes the lead for a RA in their state. The SSC 
defines the state’s role in the remedial action and obtains the state’s assurance that it will share in the 
cost of the RA. Under Superfund’s authorizing statutory language, states will provide the EPA with a 10 
percent cost share for remedial action costs incurred at privately owned or operated sites, and at least 
50 percent of all response activities (i.e., removal, remedial planning, RA and enforcement) at publicly 
operated sites. In some cases, states may use the EPA-approved credits to reduce all or part of their 
cost share requirement that would otherwise be borne by the states. The credit is limited to state site-
specific expenses the EPA has determined to be reasonable, documented, direct out-of-pocket 
expenditures of non-federal funds for RA. 

Once the EPA has reviewed and approved a state’s claim for credit, the state must first apply the credit 
at the site where it was earned. The state may apply any excess/remaining credit to another site when 
approved by the EPA. As of September 30, 2011 and 2010, the total remaining state credits have been 
estimated at $22.2 million and $21.0 million, respectively. 

Note 24. Preauthorized Mixed Funding Agreements 

Under Superfund preauthorized mixed funding agreements, PRPs agree to perform response actions at 
their sites with the understanding that the EPA will reimburse them a certain percentage of their total 
response action costs. The EPA's authority to enter into mixed funding agreements is provided under 
CERCLA Section 111(a)(2). Under CERCLA Section 122(b)(1), as amended by SARA, PRPs may 
assert a claim against the Superfund Trust Fund for a portion of the costs they incurred while 
conducting a preauthorized response action agreed to under a mixed funding agreement. As of 
September 30, 2011, the EPA had four outstanding preauthorized mixed funding agreements with 
obligations totaling $11.5 million. As of September 30, 2010, the EPA had six outstanding 
preauthorized mixed funding agreements with obligations totaling $15.6 million. A liability is not 
recognized for these amounts until all work has been performed by the PRP and has been approved by 
the EPA for payment. Further, the EPA will not disburse any funds under these agreements until the 
PRP’s application, claim and claims adjustment processes have been reviewed and approved by the 
EPA. 
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Note 25. Custodial Revenues and Accounts Receivable 

FY 2011 FY 2010 
Fines, Penalties and Other Miscellaneous Receipts$ 126,351 $ 89,627 
Accounts Receivable for Fines, Penalties and Other 
Miscellaneous Receipts: 
Accounts Receivable 
Less: Allowance for Uncollectible Accounts 

$ 236,313 $ 
(184,366) 

229,658 
(181,153) 

Total $ 51,947 $ 48,505 

The EPA uses the accrual basis of accounting for the collection of fines, penalties and miscellaneous 
receipts. Collectability by the EPA of the fines and penalties is based on the PRPs’ willingness and 
ability to pay. 

Note 26. Reconciliation of President’s Budget to the Statement of Budgetary Resources 

Budgetary resources, obligations incurred and outlays, as presented in the audited 
FY 2011 Statement of Budgetary Resources will be reconciled to the amounts included in the FY 2012 
Budget of the United States government when they become available. The Budget of the United States 
government with actual numbers for FY 2011 has not yet been published. The EPA expects it will be 
published by early 2012, and it will be available on the OMB website at http://www.whitehouse.gov/. 
The actual amounts published for the year ended September 30, 2010 are listed immediately below: 

Budgetary Offsetting FY 2010 
Resources Obligations Receipts Net Outlays 

Statement of Budgetary Resources $ 16,577,022$ 11,950,681$ 1,402,960 $ 12,398,603 
Expired and Immaterial Funds* (189,104) (281) 
68X6275 adjustment (6,290) 
Rounding Differences** 2,082 1,319 330 678 
Reported in Budget of the U. S. Government $ 16,390,000 $ 11,952,000 $ 1,397,000 $ 12,399,000 

* Expired funds are not included in Budgetary Resources Available for Obligation in the Budget 
Appendix (lines 23.90 and 10.00). Also, minor funds are not included in the Budget Appendix. 
** Balances are rounded to millions in the Budget Appendix. 
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Note 27. Recoveries and Resources Not Available, Statement of Budgetary Resources 

Recoveries of Prior Year Obligations, Temporarily Not Available and Permanently Not Available on the 

Statement of Budgetary Resources consist of the following amounts for September 30, 2011 and 2010:
 

FY 2011 FY 2010 

Recoveries of Prior Year Obligations - Downward 
adjustments of prior years’ obligations $ 270,664 $ 277,771 
Temporarily Not Available - Rescinded Authority (553) (11,800) 
Permanently Not Available: 
Payments to Treasury (2,508) (5,191) 
Rescinded authority (157,166) (52,897) 
Canceled authority (20,019) (15,365) 

Total Permanently Not Available $ (179,693) $ (73,453) 

Note 28. Unobligated Balances Available 

Unobligated balances are a combination of two lines on the Statement of Budgetary Resources: 
Apportioned, Unobligated Balances and Unobligated Balances Not Available. Unexpired unobligated 
balances are available to be apportioned by OMB for new obligations at the beginning of the following 
fiscal year. The expired unobligated balances are only available for upward adjustments of existing 
obligations. 

The unobligated balances available consist of the following as of September 30, 2011 and 2010: 
FY 2011 FY 2010 

Unexpired Unobligated Balance $ 3,325,991$ 4,441,115 
Expired Unobligated Balance 171,859 185,226 

Total $ 3,497,850 $ 4,626,341 

Note 29. Undelivered Orders at the End of the Period 

Budgetary resources obligated for undelivered orders at September 30, 2011 and 2010 were $11.91 
billion and $12.88 billion, respectively. 

Please note that in FY 2010, Undelivered Orders at the End of the Period inadvertently excluded the 
paid portion of undelivered orders and were highlighted as $12.63 billion. 

Note 30. Offsetting Receipts 

Distributed offsetting receipts credited to the General Fund, Special Fund or Trust Fund receipt 
accounts offset gross outlays. For FY 2011 and 2010, the following receipts were generated from these 
activities: 
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Trust Fund Recoveries $ 
FY 2011 

97,623 $ 
FY 2010 

53,247 
Special Fund Environmental Service 29,257 41,599 
Downward Re-estimates of Subsidies - 51 
Trust Fund Appropriation 1,156,073 1,280,570 
Special Fund Receipt Account and Treasury - -
Miscellaneous Receipt and Clearing Accounts 8,808 27,493 

Total $ 1,291,761 $ 1,402,960 

Note 31. Transfers-In and Out, Statement of Changes in Net Position 

Appropriation Transfers, In/Out: 

For FY 2011 and 2010, the Appropriation Transfers under Budgetary Financing Sources on the 
Statement of Changes in Net Position are comprised of non-expenditure transfers that affect 
Unexpended Appropriations for non-invested appropriations. These amounts are included in the Budget 
Authority, Net Transfers and Prior Year Unobligated Balance, Net Transfers lines on the Statement of 
Budgetary Resources. Details of the Appropriation Transfers on the Statement of Changes in Net 
Position and reconciliation with the Statement of Budgetary Resources follows for September 30, 2011 
and 2010: 

Transfers In/Out Without Reimbursement, Budgetary: 

Fund/Type of Account FY 2011 FY 2010 
Army Corps of Engineers $ 1,750 $ (9,000) 
U.S. Navy (8,000) 
Small Business Administration -

Total Appropriation Transfers (Other 1,750 (17,000) 
Funds) 
Net Transfers from Invested Funds 1,370,349 1,386,345 
Transfers to Another Agency 1,750 (17,000) 
Allocations Rescinded $ 476 $ -

Total of Net Transfers on Statement of 
Budgetary Resources $ 1,372,575 $ 1,369,345 

For FY 2011 and 2010, Transfers In/Out under Budgetary Financing Sources on the Statement of 
Changes in Net Position consist of transfers to or from other federal agencies and between the EPA 
funds. These transfers affect Cumulative Results of Operations. Details of the transfers-in and 
transfers-out, expenditure and nonexpenditure, are listed as follows for September 30, 2011 and 2010: 

70 



 

 
 

   
 

     
    

 
 

     
 

 

 
 

 
 

   
    

    
      

    
   

    
  

 
 

 
  

    
       

    

             

                
  

                                                              
                                                                                                      

   
                                                                         

   
                                                                                                        

             

                
  

                                                                             
  

                                                      
                                                                  

                                                       
   

                                                                    

Type of Transfer/Funds FY 2011 FY 2010 

Earmarked Other Funds Earmarked Other Funds 
Transfers-in (out)  nonexpenditure, 
Earmark to S&T and OIG funds $ (35,410) $ 35,410 $ (39,168) $ 33,859 
Transfer-in nonexpenditure recovery 
from CDC - -
Transfers-in nonexpenditure, Oil Spill 18,342 18,379 -
Transfer-in (out) cancelled funds - -
Total Transfer in (out) without 
Reimbursement, Budgetary $ (17,068) $ 35,410 $ (20,789) $ 33,859 

Transfers In/Out without Reimbursement, Other Financing Sources: 

For FY 2011 and 2010, Transfers In/Out without Reimbursement under Other Financing Sources on the 
Statement of Changes in Net Position are comprised of negative subsidy to a special receipt fund for 
the credit reform funds. 

The amounts reported on the Statement of Changes in Net Position are as follows for September 30, 
2011 and 2010: 

Type of Transfer/Funds FY 2011 FY 2010 

Earmark Other Funds Earmark Other Funds 
Transfers-in by allocation transfer 
agency $ $ $ $- -
Transfers-in property (1) 180 - 341 
Transfers (out) of prior year negative 
subsidy to be paid following year (256) - 205 
Total Transfer in (out) without 
Reimbursement, Budgetary $ (1) $ (76) $ $- 546 

Note 32. Imputed Financing 

In accordance with SFFAS No. 5, “Accounting for Liabilities of the Federal Government,” federal 
agencies must recognize the portion of employees’ pensions and other retirement benefits to be paid 
by the OPM trust funds. These amounts are recorded as imputed costs and imputed financing for each 
agency. Each year the OPM provides federal agencies with cost factors to calculate these imputed 
costs and financing that apply to the current year. These cost factors are multiplied by the current 
year’s salaries or number of employees, as applicable, to provide an estimate of the imputed financing 
that the OPM trust funds will provide for each agency. The estimates for FY 2011 were $164.4 million 
($25.8 million from Earmarked Funds, and $138.6 million from Other Funds). For FY 2010, the 
estimates were $146.8 million ($23.7 million from Earmarked Funds, and $123.1 million from Other 
Funds). 

SFFAS No. 4, “Managerial Cost Accounting Standards and Concepts” and SFFAS No. 30, “Inter-Entity 
Cost Implementation,” requires federal agencies to recognize the costs of goods and services received 
from other federal entities that are not fully reimbursed, if material. The EPA estimates imputed costs 
for inter-entity transactions that are not at full cost and records imputed costs and financing for these 
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unreimbursed costs subject to materiality. The EPA applies its Headquarters General and 
Administrative indirect cost rate to expenses incurred for inter-entity transactions for which other federal 
agencies did not include indirect costs to estimate the amount of unreimbursed (i.e., imputed) costs. 
For FY 2011 total imputed costs were $11.6 million ($3.9 million from Earmarked funds, and $7.7 
million from Other Funds). 

In addition to the pension and retirement benefits described above, the EPA also records imputed costs 
and financing for Treasury Judgment Fund payments made on behalf of the agency. Entries are made 
in accordance with the Interpretation of Federal Financial Accounting Standards No. 2, “Accounting for 
Treasury Judgment Fund Transactions.” For FY 2011, entries for Judgment Fund payments totaled 
$2.6 million (Other Funds). For FY 2010, entries for Judgment Fund payments totaled $4.0 million 
(Other Funds). 

The combined total of imputed financing sources for FY 2011 and FY 2010 is $178.6 million and $161.6 
million, respectively. 

Note 33. Payroll and Benefits Payable 

Payroll and benefits payable to the EPA employees for the years ending September 30, 2011 and 2010 
consist of the following: 

Covered by Not Covered 
FY 2011 Payroll & Benefits Payable Budgetary by Budgetary Total 

Resources Resources 
Accrued Funded Payroll & Benefits $ 73,432$ -$ 73,432 
Withholdings Payable 32,050 - 32,050 
Employer Contributions Payable-TSP 4,008 - 4,008 
Accrued Unfunded Annual Leave - 162,845 162,845 

Total - Current $ 109,490 $ 162,845 $ 272,335 

FY 2010 Payroll & Benefits Payable 
Accrued Funded Payroll and Benefits $ 66,677 $ - $ 66,677 
Withholdings Payable 31,298 - 31,298 
Employer Contributions Payable-TSP 3,588 - 3,588 
Accrued Unfunded Annual Leave - 163,412 163,412 

Total - Current $ 101,563 $ 163,412 $ 264,975 
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Note 34. Other Adjustments, Statement of Changes in Net Position 

The Other Adjustments under Budgetary Financing Sources on the Statement of Changes in Net 
Position consist of rescissions to appropriated funds and cancellation of funds that expired five years 
earlier. These amounts affect Unexpended Appropriations. 

Other Funds Other Funds 
FY 2011 FY 2010 

Rescissions to General 
Appropriations $ 157,208 $ 50,623 
Canceled General Authority 19,978 15,366 

Total Other Adjustments $ 177,186 $ 65,989 

Note 35. Non-exchange Revenue, Statement of Changes in Net Position 

Non-exchange Revenue, Budgetary Financing Sources, on the Statement of Changes in Net Position 
as of September 30, 2011 and 2010 consists of the following items: 

Earmarked Funds Earmarked Funds 
FY 2011 FY 2010 

Interest on Trust Fund $ 120,429 $ 130,504 
Tax Revenue, Net of Refunds 152,437 172,127 
Fines and Penalties Revenue 3,286 261 
Special Receipt Fund Revenue 29,261 41,596 

Total Nonexchange Revenue$ 305,413 $ 344,488 
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Note 36. Reconciliation of Net Cost of Operations to Budget 

RESOURCES USED TO FINANCE ACTIVITIES 
Budgetary Resources Obligated 

Obligations Incurred 
Less: Spending Authority from Offsetting Collections and Recoveries 
Obligations, Net of Offsetting Collections 
Less: Offsetting Receipts 

Net Obligations 
Other Resources 

Donations of Property 
Transfers In/Out without Reimbursement, Property 
Imputed Financing Sources 

Net Other Resources Used to Finance Activities 

Total Resources Used to Finance Activities 

RESOURCES USED TO FINANCE ITEMS 
NOT PART OF THE NET COST OF 

Change in Budgetary Resources Obligated 

Resources that Fund Prior Periods Expenses 

Budgetary Offsetting Collections and Receipts that 


Do Not Affect Net Cost of Operations: 

Credit Program Collections Increasing Loan Liabilities for 


Guarantees or Subsidy Allowances 

Offsetting Reciepts Not Affecting Net Cost 


Resources that Finance Asset Acquition 


Total Resources Used to Finance Items Not Part of the Net Cost of Operations 

Total Resources Used to Finance the Net Cost of Operations 

COMPONENTS OF THE NET COST OF OPERATIONS THAT WILL 

NOT REQUIRE OR GENERATE RESOURCES IN THE CURRENT PERIOD: 

Components Requiring or Generating Resources in Future Periods: 

Increase in Annual Leave Liability 
Increase in Environmental and Disposal Liability 
Increase in Unfunded Contingencies 
Upward/ Downward Reestimates of Credit Subsidy Expense 
Increase in Public Exchange Revenue Receivables 
Increase in Workers Compensation Costs 
Other 

Total Components of Net Cost of Operations that Require or 
Generate Resources in Future Periods 

Components Not Requiring/ Generating Resources: 
Depreciation and Amortization 
Expenses Not Requiring Budgetary Resources 

Total Components of Net Cost that Will Not Require or Generate Resources 

Total Components of Net Cost of Operations That Will Not Require or 
Generate Resources in the Current Period 

Net Cost of Operations 

Note 37. Amounts Held by Treasury (Unaudited) 

FY 2011 FY 2010 

$ 11,990,577 $ 11,950,681 
(1,020,941) (1,333,690) 

$ 10,969,636 $ 10,616,991 
(1,282,958) (1,375,422) 

$ 9,686,678 $ 9,241,569 

$ 50 $ 
(178) (341) 

178,654 161,640 
$ 178,526 $ 161,299 

$ 9,865,204 $ 9,402,868 

$ 1,031,615 $ 2,166,944 

2,759 5,681 
126,885 94,852 

(190,101) (213,953) 

$ 971,158 $ 2,053,524 

$ 10,836,362 $ 11,456,392 

FY 2011 FY 2010 

$ (823) $ 4,232 
484 630 

5,807 (200) 
394 (207) 

(231,519) 7,375 
(221) 979 

1,563 (3,077) 

$ (224,315) $ 9,732 

73,640 $ 85,741 
193,206 160,916 

$ 266,846 $ 246,657 

$ 42,531 $ 256,389 

$ 10,878,893 $ 11,712,781 

Amounts held by Treasury for future appropriations consist of amounts held in trusteeship by Treasury 
in the Superfund and LUST Trust Funds. 
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Superfund 

Superfund is supported by general revenues, cost recoveries of funds spent to clean up hazardous 
waste sites, interest income, and fines and penalties. 

The following reflects the Superfund Trust Fund maintained by Treasury as of September 30, 2011 and 
2010. The amounts contained in these notes have been provided by Treasury. As indicated, a portion 
of the outlays represents amounts received by the EPA’s Superfund Trust Fund; such funds are 
eliminated on consolidation with the Superfund Trust Fund maintained by Treasury. 

SUPERFUND FY 2011 
Undistributed Balances 

The EPA Treasury Combined 

Uninvested Fund Balance 
Total Undisbursed Balance 
Interest Receivable 
Investments, Net 

$ - $ 
-
-

3,368,753,717 

15,000 $ 
15,000 

4,361,927 
204,029,927 

15,000 
15,000 

4,361,927 
3,572,783,644 

Total Assets $ 3,368,753,717 $ 208,406,854 $ 3,577,160,571 

Liabilities & Equity 
Equity 

Total Liabilities and Equi 
$ 

ty$ 
3,368,753,717 $ 
3,368,753,717 $ 

208,406,854 $ 
208,406,854 $ 

3,577,160,571 
3,577,160,571 

Receipts 
Corporate Environmental 
Cost Recoveries 
Fines & Penalties 

Total Revenue 
Appropriations Received 
Interest Income 

Total Receipts $ 

-
-
-
-
-
-

-$ 

310,125 
97,623,116 
1,755,095 

99,688,336 
1,156,073,340 

27,266,038 
1,283,027,714 $ 

310,125 
97,623,116 
1,755,095 

99,688,336 
1,156,073,340 

27,266,038 
1,283,027,714 

Outlays 
Transfers to/from EPA, Net 

Total Outlays 
Net Income 

$ 

$ 

1,292,883,474 $ 
1,292,883,474 
1,292,883,474 $ 

(1,292,883,474)$ 
(1,292,883,474) 

(9,855,760)$ 

-
-

1,283,027,714 

In FY 2011, the EPA received an appropriation of $1.16 billion for Superfund. Treasury’s Bureau of 
Public Debt, the manager of the Superfund Trust Fund assets, records a liability to the EPA for the 
amount of the appropriation; BPD does so to indicate those trust fund assets that have been assigned 
for use and, therefore, are not available for appropriation. As of September 30, 2011 and 2010, the 
Treasury Trust Fund has a liability to the EPA for previously appropriated funds of $3.37 billion and 
$3.53 billion, respectively. 
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SUPERFUND FY 2010 The EPA Treasury Combined 
Undistributed Balances 
Uninvested Fund Balance $ - $ 4,234,294 $ 4,234,294 

Total Undisbursed Balance - 4,234,294 4,234,294 
Interest Receivable - 4,442,724 4,442,724 
Investments, Net 3,526,671,825 209,585,595 3,736,257,420 

Total Assets $ 3,526,671,825 $ 218,262,613 $ 3,744,934,438 

Liabilities & Equity 
Receipts and Outlays - - -
Equity $ 3,526,671,825 $ 218,262,613 $ 3,744,934,438 

Total Liabilities and Equity$ 3,526,671,825 $ 218,262,613 $ 3,744,934,438 

Receipts 
Corporate Environmental - 3,137,141 3,137,141 
Cost Recoveries - 53,246,618 53,246,618 
Fines & Penalties - 3,451,837 3,451,837 

Total Revenue - 59,835,596 59,835,596 
Appropriations Received - 1,280,570,288 1,280,570,288 
Interest Income - 14,967,685 14,967,685 

Total Receipts $ -$ 1,355,373,569 $ 1,355,373,569 

Outlays 
Transfers to/from EPA, Net $ 1,308,704,084 $ (1,308,704,084)$ -

Total Outlays 1,308,704,084 (1,308,704,084) -
Net Income $ 1,308,704,084 $ 46,669,485 $ 1,355,373,569 
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LUST 

LUST is supported primarily by a sales tax on motor fuels to clean up LUST waste sites. In FY 2011 
and 2010, there were no fund receipts from cost recoveries. The following represents the LUST Trust 
Fund as maintained by Treasury. The amounts contained in these notes are provided by Treasury. 
Outlays represent appropriations received by the EPA’s LUST Trust Fund; such funds are eliminated 
on consolidation with the LUST Trust Fund maintained by Treasury. 

LUST FY 2011 The EPA Treasury Combined 
Undistributed Balances 
Uninvested Fund Balance $ - $ 1,295,063 $ 1,295,063 

Total Undisbursed Balance - 1,295,063 1,295,063 
Interest Receivable - 11,252,175 11,252,175 
Investments, Net - 3,523,799,673 3,523,799,673 

Total Assets $ - $ 3,536,346,911 $ 3,536,346,911 

Liabilities & Equity 

Equity $ - $ 3,536,346,911 $ 3,536,346,911 

Receipts 
Highway TF Tax $ -$ 141,300,963 $ 141,300,963 
Airport TF Tax - 10,750,770 10,750,770 
Inland TF Tax - 75,023 75,023 

Total Revenue - 152,126,756 152,126,756 
Interest Income - 93,156,165 93,156,165 

Total Receipts $ - $ 245,282,921 $ 245,282,921 
Outlays 
Transfers to/from EPA, Net $ 112,874,798 $ (112,874,798)$ -

Total Outlays 112,874,798 (112,874,798) -
Net Income $ 112,874,798$ 132,408,123 $ 245,282,921 
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LUST FY 2010 The EPA Treasury Combined 
Undistributed Balances 
Uninvested Fund Balance $ - $ (5,349,000)$ (5,349,000) 

Total Undisbursed Balance - (5,349,000) (5,349,000) 
Interest Receivable - 20,815,275 20,815,275 
Investments, Net 210,146,189 3,271,951,525 3,482,097,714 

Total Assets $ 210,146,189 $ 3,287,417,800 $ 3,497,563,989 

Liabilities & Equity 
Equity $ 210,146,189 $ 3,287,417,800 $ 3,497,563,989 

Receipts 
Highway TF Tax $ - $ 158,254,000 $ 158,254,000 
Airport TF Tax - 10,685,000 10,685,000 
Inland TF Tax - 51,000 51,000 

Total Revenue - 168,990,000 168,990,000 
Interest Income - 115,523,147 115,523,147 

Total Receipts $ - $ 284,513,147 $ 284,513,147 
Outlays 
Transfers to/from EPA, Net $ 103,901,000 $ (103,901,000)$ -

Total Outlays 103,901,000 (103,901,000) -
Net Income $ 103,901,000$ 180,612,147$ 284,513,147 

   

 
 
   
   
   

   

   
   
   
   
   
   

  
  
   

Note 38. Antideficiency Act Violations 

During FY 2004, the EPA awarded a contract in the amount of $193,545 for the analysis of drinking-
water samples. The funding was available for FY 2004 and FY 2005. However, the contract 
performance period crossed three fiscal years, FY 2004, FY 2005 and FY 2006. As a result, the 
obligation of funds went beyond the appropriation resulting in an Antideficiency Act violation. On July 
14, 2010 the EPA transmitted, as required by OMB Circular A-11, Section 145, written notifications to 
the 1) President, 2) President of the Senate, 3) Speaker of the House of Representatives, 4) 
Comptroller General and 5) the Director of OMB. 

The EPA experienced an Antideficiency Act violation in November 2010 when EPA made an 
expenditure in excess of the funds available in the Inland Oil Spill Program account due to an 
inadvertent reporting error in monitoring the cash flow. The required notification letters are awaiting 
OMB clearance. 
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Required Supplementary Information (Unaudited)
Environmental Protection Agency 

As of September 30, 2011 
(Dollars in Thousands) 

1. Deferred Maintenance 

Deferred maintenance is maintenance that was not performed when it should have been, that was 
scheduled and not performed, or that was delayed for a future period. Maintenance is the act of 
keeping PP&E in acceptable operating condition and includes preventive maintenance, normal repairs, 
replacement of parts and structural components, and other activities needed to preserve the asset so 
that it can deliver acceptable performance and achieve its expected life. Maintenance excludes 
activities aimed at expanding the capacity of an asset or otherwise upgrading it to serve needs different 
from or significantly greater than those originally intended. 

The EPA classifies tangible property, plant and equipment as follows: 1) EPA-Held Equipment, 2) 
Contractor-Held Equipment, 3) Land and Buildings and 4) Capital Leases. The EPA utilizes the 
condition assessment survey method of measuring deferred maintenance. The agency adopts 
requirements or standards for acceptable operating condition in conformance with industry practices. 
No deferred maintenance was reported for any of the four categories. 

2. Stewardship Land 

Stewardship land is acquired as contaminated sites in need of remediation and cleanup; thus, the 
quality of the land is far below the standard for usable and manageable land. Easements on 
stewardship lands are in good and usable condition but acquired in order to gain access to 
contaminated sites. 
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BUDGETARY RESOURCES EPM FIFRA LUST S&T STAG OTHER TOTAL 

Unobligated Balance Brought Forward, October 1 $ 481,430$ 1,776$ 7,163$ 253,199$ 1,717,294$ 2,165,479$ 4,626,341 
Recoveries of prior year unpaid obligations 18,183 6,633 6,047 67,859 171,942 270,664 
Budgetary Authority: 

Appropriation 2,761,994 815,110 3,766,446 1,305,266 8,648,816 
Borrowing Authority 0 

Spending Authority from Offsetting Collections: 
Collected 41,297 20,927 51 7,113 7,285 563,450 640,123 
Change in receivables from Federal sources (2,668) 734 13,115 11,181 
Advance received 20,988 1,777 (10) (1,039) 57,664 79,380 
Without advance from Federal sources (30,898) 2,423 12,658 (15,817) 

Expenditure Transfers from trust funds 25,484 9,926 35,410 
Nonexpenditure transers, net anticipated and actual 1,750 113,101 1,257,724 1,372,575 
Temporarily not available pursuant to Public Law (226) (327) (553) 
Permanently not available (16,061) (10,687) (147,532) (5,413) (179,693) 
Total Budgetary Resources $ 3,276,015 $ 24,480 $ 126,712 $ 1,098,384 $ 5,411,352 $ 5,551,484 $ 15,488,427 

STATUS OF BUDGETARY RESOURCES 
Obligations Incurred: 

Direct $ 2,916,254 $ $ 118,878 $ 905,157 $ 4,552,822 $ 2,739,219 $ 11,232,330 
Reimbursable 65,946 22,339 4,913 665,049 758,247 

Total Obligations Incurred 2,982,200 22,339 118,878 910,070 4,552,822 3,404,268 11,990,577 
Unobligated Balances: 

Unobligated funds apportioned 174,028 2,141 4,345 150,025 855,714 2,140,559 3,326,812 
Unobligated balance not available 119,787 3,489 38,289 2,816 6,657 171,038 

Total Status of Budgetary Resources $ 3,276,015 $ 24,480$ 126,712 $ 1,098,384 $ 5,411,352 $ 5,551,484 $ 15,488,427 

CHANGE IN OBLIGATED BALANCE 
Obligated Balance, Net 

Unpaid obligations brought forward, October 1 $ 1,218,961 $ 2,427 $ 263,464 $ 411,565 $ 10,081,435 $ 1,895,057 $ 13,872,909 
Less:  Uncollected customer payments from Federal 

sources brought forward, October 1 (156,949) (35,065) (247,942) (439,956) 
Total unpaid obligation balance, net 1,062,012 2,427 263,464 376,500 10,081,435 1,647,115 13,432,953 

Obligations incurred net 2,982,200 22,339 118,878 910,070 4,552,822 3,404,268 11,990,577 
Less: Gross outlays (2,776,330) (23,337) (207,759) (893,623) (5,555,301) (3,361,578) (12,817,928) 
Less: Recoveries of prior year unpaid obligations, actual (18,183) (6,633) (6,047) (67,859) (171,942) (270,664) 
Change in uncollected customer payments from Federal 
sources 33,565 (3,717) (28,320) 1,528 

Total $ 1,283,264 $ 1,429 $ 167,950 $ 383,183 $ 9,011,097 $ 1,489,543 $ 12,336,466 

Obligated Balance, net, end of period: 
Unpaid obligations 1,406,648 1,430 167,950 421,966 9,011,098 1,765,802 12,774,894 

Less: Uncollected customer payments from Federal 
sources (123,384) (38,781) (276,263) (438,428) 
Total, unpaid obligated balance, net, end of period $ 1,283,264 $ 1,430 $ 167,950 $ 383,185 $ 9,011,098 $ 1,489,539 $ 12,336,466 

NET OUTLAYS 
Gross outlays $ 2,776,330 $ 23,337$ 207,759 $ 893,523 $ 5,555,301 $ 3,361,578 $ 12,817,828 
Less: Offsetting collections (62,285) (22,704) (41) (30,998) (7,285) (628,492) (751,805) 
Less:  Distributed Offsetting Receipts (1,291,761) (1,291,761) 

Total, Net Outlays $ 2,714,045$ 633 $ 207,718 $ 862,525 $ 5,548,016$ 1,441,325$ 10,774,262 
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FY 2007 FY2008 FY2009 FY2010 FY2011 
Programmatic $624,088 $597,080 $600,552 $590,790 $597,558 
Expenses 
Allocated Expenses $100,553 $103,773 $119,630 $71,958 $80,730 

          
   

 
 

 
   

   
 

 

 

 
       

  
 

  
     

   
     

    


 

 


 

 


 

 


 

 


 

 


 

 

Environmental Protection Agency
 
Required Supplemental Stewardship Information
 

For the Year Ended September 30, 2011
 
(Dollars in Thousands)
 

INVESTMENT IN THE NATION’S RESEARCH AND DEVELOPMENT: 

The EPA’s Office of Research and Development provides the crucial underpinnings for the EPA 
decision-making by conducting cutting-edge science and technical analysis to develop sustainable 
solutions to our environmental problems and more innovative and effective approaches to reducing 
environmental risks. The EPA is unique among scientific institutions in combining research, analysis, 
and the integration of scientific information across the full spectrum of health and ecological issues and 
across the risk assessment and risk management paradigm. Research enables the EPA to identify the 
most important sources of risk to human health and the environment and by so doing, informs the 
agency’s priority-setting, ensures credibility for its policies and guides its deployment of resources. 

Among the agency’s highest priorities are research programs that address the development of 
alternative techniques for prioritizing chemicals for further testing through computational toxicology; the 
environmental effects on children’s health; the potential risks and effects of manufactured 
nanomaterials on human health and the environment; the impacts of global change and providing 
information to policy makers to help them adapt to a changing climate; the potential risks of unregulated 
contaminants in drinking water; the development of recreational water quality criteria; the health effects 
of air pollutants such as particulate matter; the protection of the nation’s ecosystems; and the provision 
of near-term, appropriate, affordable, reliable, tested, and effective technologies and guidance for 
potential threats to homeland security. The EPA also supports regulatory decision-making with 
chemical risk assessments. 

For FY 2011, the full cost of the agency’s Research and Development activities totaled over $678 
million. A breakout of the expenses is as follows (dollars in thousands): 

Each of the EPA’s strategic goals has a Science and Research Objective. 

INVESTMENT IN THE NATION’S INFRASTRUCTURE: 

The agency makes significant investments in the nation’s drinking water and clean water infrastructure. 
The investments are the result of three programs: the Construction Grants Program which is being 
phased out and two State Revolving Fund programs. 

Construction Grants Program: During the 1970s and 1980s, the Construction Grants Program was a 
source of federal funds, providing more than $60 billion of direct grants for the construction of public 
wastewater treatment projects. These projects, which constituted a significant contribution to the 
nation's water infrastructure, included sewage treatment plants, pumping stations collection and 
intercept sewers, rehabilitation of sewer systems and the control of combined sewer overflows. The 
construction grants led to the improvement of water quality in thousands of municipalities nationwide. 

Congress set 1990 as the last year that funds would be appropriated for Construction Grants. Projects 
funded in 1990 and prior will continue until completion. After 1990, the EPA shifted the focus of 
municipal financial assistance from grants to loans that are provided by SRFs. 
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SRFs: The EPA provides capital, in the form of capitalization grants, to state revolving funds which 
state governments use to make loans to individuals, businesses, and governmental entities for the 
construction of wastewater and drinking water treatment infrastructure. When the loans are repaid to 
the SRF, the collections are used to finance new loans for new construction projects. The capital is 
reused by the states and is not returned to the federal government. 

The agency also is appropriated funds to finance the construction of infrastructure outside the 
Revolving Funds. These are reported below as Other Infrastructure Grants. 

The agency’s investments in the nation’s Water Infrastructure are outlined below (dollars in thousands): 

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 
Construction Grants 
Clean Water SRF 
Safe Drinking Water SR 
Other Infrastructure 
Grants 

$9,975 
$1,399,616 

F $962,903 
$381,481 

$11,517 $30,950 
$1,063,825 $836,502 

$816,038 $906,803 
$388,555 $306,366 

$18,186 $35,339 
$2,966,479 $2,299,721 
$1,938,296 $1,454,274 

$264,227 $269,699 

Allocated Expenses $443,716 $396,253 $414,460 $631,799 $548,375 

HUMAN CAPITAL 

Agencies are required to report expenses incurred to train the public with the intent of increasing or 
maintaining the nation’s economic productive capacity. Training, public awareness, and research 
fellowships are components of many of the agency’s programs and are effective in achieving the 
agency’s mission of protecting public health and the environment, but the focus is on enhancing the 
nation’s environmental, not economic, capacity. 

The agency’s expenses related to investments in Human Capital are outlined below (dollars in 
thousands): 

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 

Training and Awareness Grants $32,845 $30,768 $37,981 $25,714 $23,386 
Fellowships $12,185 $9,650 $6,818 $6,905 $9,538 
Allocated Expenses $7,255 $7,025 $8,924 $3,973 $4,448 
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Environmental Protection Agency
 
Supplemental Information and Other Reporting Requirements
 

Balance Sheet for Superfund Trust Fund 

For the Periods Ending September 30, 2011 and 2010 


(Dollars in Thousands)
 
(Unaudited)
 

FY 2011 FY 2010 
ASSETS 
Intragovernmental: 

Fund Balance With Treasury (Note S1) $ 114,540 $ 106,247 
Investments 3,577,146 3,740,700 
Accounts Receivable, Net 10,560 27,323 
Other 8,076 12,941 

Total Intragovernmental $ 3,710,322 $ 3,887,211 

Accounts Receivable, Net 454,606 364,065 
Property, Plant & Equipment, Net 109,272 101,714 
Other 1,006 1,075 

Total Assets $ 4,275,206 $ 4,354,065 

LIABILITIES 
Intragovernmental: 

Accounts Payable and Accrued Liabilities 53,778 45,641 
Other 61,080 62,260 

Total Intragovernmental $ 114,858 $ 107,901 

Accounts Payable & Accrued Liabilities $ 141,464 $ 178,045 
Pensions & Other Actuarial Liabilities 7,778 6,420 
Cashout Advances, Superfund (Note S2) 790,069 636,673 
Payroll & Benefits Payable 47,174 45,792 
Other 30,244 38,736 

Total Liabilities $ 1,131,587 $ 1,013,567 

NET POSITION 
Cumulative Results of Operations 3,143,619 3,340,498 
Total Net Position 3,143,619 3,340,498 

Total Liabilities and Net Position $ 4,275,206 $ 4,354,065 

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency
 
Supplemental Information and Other Reporting Requirements
 

Statement of Net Cost for Superfund Trust Fund 

For the Periods Ending September 30, 2011 and 2010
 

(Dollars in Thousands)
 
(Unaudited) 

FY 2011 FY 2010 

COSTS 

Gross Costs $ 1,908,317 $ 1,844,712 
Expenses from Other Appropriations 71,457 30,349 

Total Costs 1,979,774 1,875,061 
Less: 

Earned Revenue 532,006 484,165 

NET COST OF OPERATIONS $ 1,447,768 $ 1,390,896 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 

   
  

                                    
                                              
                                    

                                          

                                

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency
 
Supplemental Information and Other Reporting Requirements
 

Statement of Changes in Net Position for Superfund Trust Fund
 
For the Periods Ending September 30, 2011 and 2010
 

(Dollars in Thousands)
 
(Unaudited) 

Cumulative Results of Operations: 

FY 2011  
Earmarked 

Funds 

FY 2010  
Earmarked 

Funds 

Net Position - Beginning of Period 
Beginning Balances, as Adjusted    $ 

3,340,498 
3,340,498 $ 

3,416,536 
3,416,536 

Budgetary Financing Sources: 
Nonexchange Revenue - Securities Investment 
Nonexchange Revenue - Other 
Transfers In/Out 
Trust Fund Appropriations 
Income from Other Appropriations 

Total Budgetary Financing Sources $ 

27,266 
3,596 

(35,410) 
1,156,073 

71,457 
1,222,982 $ 

14,968 
3,396 

(39,168) 
1,280,570 

30,349 
1,290,115 

Other Financing Sources (Non-Exchange) 
Transfers In/Out 
Imputed Financing Sources 

Total Other Financing Sources $ 

1 
27,906 
27,907 $ 

-
24,743 
24,743 

Net Cost of Operations (1,447,768) (1,390,896) 

Net Change (196,879) (76,038) 

Cumulative Results of Operations $ 3,143,619 $ 3,340,498 

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency 
Supplemental Information and Other Reporting Requirements 
Statement of Budgetary Resources for Superfund Trust Fund 

For the Periods Ending September 30, 2011 and 2010 
(Dollars in Thousands) 

(Unaudited) 

FY 2011 FY 2010 

BUDGETARY RESOURCES 
Unobligated Balance, Brought Forward, October 1: $ 2,059,687 $ 1,605,363 

Adjusted Subtotal 2,059,687 1,605,363 
Recoveries of Prior Year Unpaid Obligations 154,843 171,423 
Budgetary Authority: 

Appropriation 35,410 36,809 
Spending Authority from Offsetting Collections 

Earned: 
Collected 313,039 518,936 
Change in Receivables from Federal Sources 2,864 47 

Change in Unfilled Customer Orders: 
Advance Received 63,378 244,146 
Without Advance from Federal Sources (3,828) 4,423 

Total Spending Authority from Offsetting Collections 375,453 767,552 
Nonexpenditure Transfers, Net, Anticipated and Actual 1,257,724 1,273,244 
Temporarily Not Available Pursuant to Public Law (250) (2,600) 
Permanently Not Available - (4,102) 
Total Budgetary Resources $ 3,882,867 $ 3,847,690 

STATUS OF BUDGETARY RESOURCES 
Obligations Incurred: 

Direct $ 1,450,802 $ 1,475,861 
Reimbursable 396,582 312,141 

Total Obligations Incurred 1,847,384 1,788,002 
Unobligated Balances: 

Apportioned 2,033,533 2,058,813 
Total Unobligated Balances 2,033,533 2,058,813 
Unobligated Balances Not Available 1,950 874 
Total Status of Budgetary Resources (Note S6) $ 3,882,867 $ 3,847,690 

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency 
Supplemental Information and Other Reporting Requirements 
Statement of Budgetary Resources for Superfund Trust Fund 

For the Periods Ending September 30, 2011 and 2010 
(Dollars in Thousands) 

(Unaudited) 

FY 2011 FY 2010 
CHANGE IN OBLIGATED BALANCE 
Obligated Balance, Net: 

Unpaid Obligations, Brought Forward, October 1 $ 1,692,915 $ 1,861,908 
Adjusted Total 1,692,915 1,861,908 

Less: Uncollected Customer Payments from  Federal Sources, 
Brought Forward, October 1 (123,366) (118,896) 

Total Unpaid Obligated Balance, Net 1,569,549 1,743,012 
Obligations Incurred, Net 1,847,384 1,788,002 
Less: Gross Outlays (1,814,706) (1,785,572) 
Less: Recoveries of Prior Year Unpaid Obligations, Actual (154,843) (171,423) 
Change in Uncollected Customer Payments from Federal Sources 963 (4,471) 

Total, Change in Obligated Balance 1,448,347 1,569,549 

Obligated Balance, Net, End of Period: 
Unpaid Obligations 1,570,749 1,692,915 
Less: Uncollected Customer Payments from Federal Sources (122,402) (123,366) 

Total, Unpaid Obligated Balance, Net, End of Period $ 1,448,347 $ 1,569,549 

NET OUTLAYS 
Net Outlays: 

Gross Outlays (Note S6) $ 1,814,706 $ 1,785,572 
Less: Offsetting Collections (Note S6) (376,417) (763,081) 
Less: Distributed Offsetting Receipts* (Note S6) (97,623) (53,247) 

Total, Net Outlays $ 1,340,666 $ 969,244 

Offsetting receipts line includes the amount in 68X0250 (payment to trust fund) from Treasury 
The payment cannot be made directly through the trust fund, but must go through a "pass-through" fund 

The accompanying notes are an integral part of these financial statements. 
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Environmental Protection Agency
 
Supplemental Information and Other Reporting Requirements
 

Related Notes to Superfund Trust Financial Statements
 
For the Periods Ending September 30, 2011 and 2010
 

(Dollars in Thousands)
 
(Unaudited)
 

Note S1. Fund Balance with Treasury for Superfund Trust 

Fund Balance with Treasury for the Superfund as of September 30, 2011 and 2010 is $114.5 million 
and $106.2 million, respectively. Fund balances are available to pay current liabilities and to finance 
authorized purchase commitments (see Status of Fund Balances below). 

Status of Fund Balances: FY 2011 FY 2010 

Unobligated Amounts in Fund Balance: 
Available for Obligation 
Unavailable for Obligation 

Net Receivables from Invested Balances 
Balances in Treasury Trust Fund 
Obligated Balance not yet Disbursed 

$ 2,033,533 $ 
1,951 

(3,368,754) 
15 

1,447,795 

2,058,813 
874 

(3,526,672) 
(1,115) 

1,574,347 

Totals $ 114,540 $ 106,247 

OMB may apportion the funds available for obligation for new obligations at the beginning of the 
following fiscal year. Funds unavailable for obligation are mostly balances in expired funds, which are 
available only for adjustments of existing obligations. 

Note S2. Cashout Advances, Superfund 

Cashout Advances are funds received by the EPA, a state or another PRP under the terms of a 
settlement agreement (e.g., consent decree) to finance response action costs at a specified Superfund 
site. Under CERCLA Section 122(b)(3), cashout funds received by the EPA are placed in site-specific, 
interest bearing accounts known as special accounts and are used for potential future work at such 
sites in accordance with the terms of the settlement agreement. Funds placed in special accounts may 
be disbursed to PRPs, to states that take responsibility for the site, or to other federal agencies to 
conduct or finance response actions in lieu of the EPA without further appropriation by Congress. As of 
September 30, 2011 and 2010, cashout advances are $790 million and $637 million, respectively. 

Note S3. Superfund State Credits 

Authorizing statutory language for Superfund and related federal regulations require states to enter into 
SSCs when the EPA assumes the lead for a RA in their state. The SSC defines the state’s role in the 
RA and obtains the state’s assurance that they will share in the cost of the RA. Under Superfund’s 
authorizing statutory language, states will provide the EPA with a 10 percent cost share for remedial 
action costs incurred at privately owned or operated sites, and at least 50 percent of all response 
activities (i.e., removal, remedial planning, RA and enforcement) at publicly operated sites. In some 
cases, states may use the EPA approved credits to reduce all or part of their cost share requirement 
that would otherwise be borne by the states. Credit is limited to state site-specific expenses the EPA 
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has determined to be reasonable, documented, direct out-of-pocket expenditures of non-federal funds 
for remedial action. 

Once the EPA has reviewed and approved a state’s claim for credit, the state must first apply the credit 
at the site where it was earned. The state may apply any excess/remaining credit to another site when 
approved by the EPA. As of September 30, 2011, the total remaining state credits have been estimated 
at $22.2 million. The estimated ending credit balance on September 30, 2010 was $20.9 million. 

Note S4. Superfund Preauthorized Mixed Funding Agreements 

Under Superfund preauthorized mixed funding agreements, PRPs agree to perform response actions at 
their sites with the understanding that the EPA will reimburse them a certain percentage of their total 
response action costs. The EPA's authority to enter into mixed funding agreements is provided under 
CERCLA Section 111(a)(2). Under CERCLA Section 122(b)(1), as amended by SARA, PRPs may 
assert a claim against the Superfund Trust Fund for a portion of the costs they incurred while 
conducting a preauthorized response action agreed to under a mixed funding agreement. As of 
September 30, 2011, the EPA had four outstanding preauthorized mixed funding agreements with 
obligations totaling $11.5 million. As of September 30, 2010, the EPA had six outstanding 
preauthorized mixed funding agreements with obligations totaling $15.6 million. A liability is not 
recognized for these amounts until all work has been performed by the PRP and has been approved by 
the EPA for payment. Further, the EPA will not disburse any funds under these agreements until the 
PRP’s application, claim and claims adjustment processes have been reviewed and approved by the 
EPA. 

Note S5. Income and Expenses from other Appropriations; General Support Services Charged 
to Superfund 

The Statement of Net Cost reports costs that represent the full costs of the program outputs. These 
costs consist of the direct costs and all other costs that can be directly traced, assigned on a cause and 
effect basis or reasonably allocated to program outputs. 

During FY 2011 and FY 2010, the EPM appropriation funded a variety of programmatic and 
non-programmatic activities across the agency, subject to statutory requirements. This appropriation 
was created to fund personnel compensation and benefits, travel, procurement, and contract activities. 
This distribution is calculated using a combination of specific identification of expenses to Reporting 
Entities and a weighted average that distributes expenses proportionately to total programmatic 
expenses. As illustrated below, this estimate does not impact the consolidated totals of the Statement 
of Net Cost or the Statement of Changes in Net Position. 

FY 2011 FY 2010 

Income from Expenses from Income from Expenses from 
Other Other Net Other Other Net 

Appropriations Appropriations Effect Appropriations Appropriations Effect 
Superfund $ 69,754              (69,754) $ - $ 30,349               (30,349) $ -
All Others (69,754)               69,754 - (30,349)                30,349 -
  Total $ - $ - $ - $ - $ - $ -

In addition, the related general support services costs allocated to the Superfund Trust Fund from the 
S&T and EPM funds are $48,000 for FY 2011 and $194,000 for FY 2010. 
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Note S6. Reconciliation of the Statement of Budgetary Resources to the President’s Budget 

Budgetary resources, obligations incurred, and outlays, as presented in the audited FY 2010 Statement 
of Budgetary Resources, will be reconciled to the amounts included in the Budget of the United States 
government when they become available. The Budget of the United States government with actual 
numbers for FY 2011 has not yet been published. The EPA expects it will be published by March 2012, 
and it will be available on the OMB website at http://www.whitehouse.gov/omb. The actual amounts 
published for the year ended September 30, 2010 are included in the EPA’s FY 2010 financial 
statement disclosures. 

Budgetary Offsetting FY 2010 Resources Obligations Receipts Net Outlays 
Statement of Budgetary Resources $ 3,847,690 $ 1,788,002 $ 53,247 $ 1,022,491 
Rounding Differences** (690) (2) - 509 
Reported in Budget of the U. S. Government $ 3,847,000 $ 1,788,000 $ 53,247 $ 1,023,000 

** Balances are rounded to millions in the Budget Appendix. 

Note S7. Superfund Eliminations 

The Superfund Trust Fund has intra-agency activities with other the EPA funds that are eliminated on 
the consolidated Balance Sheet and the Statement of Net Cost. These are listed below: 

FY 2011 FY 2010 
Advances $5,506 $9,265 
Expenditure Transfers Payable $28,663 $25,555 
Accrued Liabilities $950 $2,214 
Expenses $25,337 $33,419 
Transfers $35,410 $38,016 
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Abbreviations 

ALl Administrative Law Judges 
BFY Budget fiscal year 
CFC Cincinnati Finance Center 
EAB Environmental Appeals Board 
EPA U.S . Environmental Protection Agency 
FFMIA Federal Financial Management Improvement Act of 1996 
FMFIA Federal Managers ' Financial Integrity Act of 1982 
GAO U.S . Government Accountability Office 
HRFund Oil Spill Reimbursable Fund 
IFMS Integrated Financial Management System 
LEO Legal Enforcement Office 
OARM Office of Administration and Resources Management 
OCFO Office of the Chief Financial Officer 
OECA Office of Enforcement and Compliance Assurance 
OIG Office of Inspector General 
OMB Office of Management and Budget 
ORC Office of Regional Counsel 
RMDS Resource Management Directive System 
RPO Regional program office 
RSSI Required Supplementary Stewardship Information 
SFFAS Statement of Federal Financial Accounting Standards 
USCG U.S . Coast Guard 

Hotline 
To report fraud, waste, or abuse, contact us through one of the following methods: 

e-mail: OIG Hotline@epa.gov write: EPA Inspector General Hotline 
phone: 1-888-546-8740 1200 Pennsylvania Avenue NW 
fax: 202-566-2599 Mailcode 2431T 
online: http//www. epa.gov/oig/hotline.htm Washington, DC 20460 
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U.S. Environmental Protection Agency 
Office of Inspector General 

At a Glance 
12-1-0073 

November 15, 2011 

Why We Did This Aud it Audit of EPA's Rscal 2011 and 2010 
We perfonned this audit in Consolidated Financial Statements 
accordance with the Government 
Management Reform Act, which EPA Receives an Un ualified 0 inion 
requires the U . S. Environmental 
Protection Agency (EPA) to We rendered an unqualified opinion on EPA's Consolidated Financial 
prepare, and the Office of Statements for fiscal 2011 and 2010, meaning that they were fairly presented 
Inspector General to audit, the and free of material misstatement. 
Agency's financial statements 
each year. Our primary objectives Internal Control Si nificant Deficiencies Noted 
were to determine whether: 

We noted the following significant deficiencies: 

• EPA's consolidated financial 
statements were fairly stated • Regions and headquarters did not timely provide accounts receivable 

supporting documentation. in all material respects. 
• EPA did not timely bill other federal agencies for reimbursable costs. • EPA's internal controls over 

financial reporting were in • EPA did not properly close general ledger accOllllts in its cancelling 
place. Treasury symbols. 

• EPA management complied • EPA double counted contractor-held property. 
with applicable laws and • EPA headquarters could not account for 1,284 personal property items. 
regulations. • EPA needs to better secure marketable securities. 

• EPA recorded earned revenue without recognizing corresponding expenses. 
Background • EPA is withholding payments related to the BP Deepwater Horizon oil 

spill. The requirement for audited 
financial statements was enacted 

Noncom liance With Laws and Re ulations Noted to help bring about improvements 
in agencies ' financial 

We noted a noncompliance issue involving EP A' s Oil Spill Response Account 
management practices, systems, 

in relation to the BP Deepwater Horizon oil spill response. EPA violated the 
and controls so that timely, 

Antideficiency Act in November 2010 because it made expenditures in excess 
reliable information is available of funds available . Also, to avoid a second potential Antideficiency Act 
for managing federal programs. violation, EPA delayed payments to vendors, resulting in the Agency being 

required to make interest penalty payments to vendors as required by the 
Prompt Payment Act. 

A enc Comments and Office of Ins ector General Evaluation 
For further infonnation, contact 
our Office of Congressional and The Agency did not concur with our finding regarding cancelling Treasury 
Public Affairs at (202) 566-2391. symbols causing inappropriate balances. The Agency believes that it is 

following Treasury instructions and the balances are proper. While the amounts 
The full report is at: 

are not material to the financial statements, by reversing the receivable, the www.epagov/oig/reports/2012/ 
20111115-12-1-0073.pdf Agency has understated fiscal 2011 income and bad debt expense related to 

cancelling the Treasury symbol. The Agency agreed with our other findings 
and recommendations. 
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objections to the further release of this report to the public. This report will be available at 
http ://www.epa.gov/oig. 

In accordance with EPA Manual 2750, you are required to provide a written response to this 
repOli within 90 calendar days ofthe final report date. The response should address all issues and 
recommendations contained in attachments 1 and 2. For corrective actions plmmed but not 
completed by the response date, reference to specific milestone dates will assist us in deciding 
whether to close this report in our audit tracking system. Your response will be posted on the 
OIG's public website, along with our memorandum commenting on your response. Your 
response should be provided as an Adobe PDF file that complies with the accessibility 
requirements of Section 508 of the Rehabilitation Act of 1973, as amended. The final response 
should not contain data that you do not want to be released to the public; if your response 
contains such data, you should identify the data for redaction or removal. 

Should you or your staff have any questions about the report, please contact Melissa Heist, 
Assistant Inspector General for Audit, at (202) 566-0899; or Paul Curtis, Director, Financial 
Statement Audits, at (202) 566-2523. 

Attachments 

cc: See appendix III, Distribution 
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Inspector General's Report on EPA's Fiscal 2011 
and 2010 Consolidated Financial Statements 

The Administrator 
u.s. Environmental Protection Agency 

We have audited the consolidated balance sheet of the u. s. Environmental Protection Agency 
(EPA) as of September 30, 2011 , and September 30, 2010, and the related consolidated 
statements of net cost, net cost by goal, changes in net position, and custodial activity; and the 
combined statement of budgetary resources for the years then ended. These financial statements 
are the responsibility of EP A management. Our responsibility is to express an opinion on these 
financial statements based upon our audit. 

We conducted our audit in accordance with generally accepted government auditing standards; 
the standards applicable to financial statements contained in GovernmentAuditing Standards, 
issued by the Comptroller General of the United States; and Office of Management and Budget 
(OMB) Bulletin 07-04, Audit Requirements for Federal Financial Statements, as Amended 
September 23, 2009. These standards require that we plan and perfOlID the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatements. 
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our opinion. 

The financial statements include expenses of grantees, contractors, and other federal agencies. 
Our audit work pertaining to these expenses included testing only within EPA. The U. S. 
Treasury collects and accounts for excise taxes that are deposited into the Leaking Underground 
Storage Tank Tmst Fund. The U.S. Treasury is also responsible for investing amounts not 
needed for current disbursements and transferring funds to EPA as authorized in legislation. 
Since the U. S. Treasury, and not EP A, is responsible for these activities, our audit work did not 
cover these activities. 

The Office of Inspector General (OIG) is not independent with respect to amounts pertaining to 
OIG operations that are presented in the financial statements. The amounts included for the OIG 
are not material to EPA's financial statements. The OIG is organizationally independent with 
respect to all other aspects of the Agency's activities. 

In our opinion, the consolidated financial statements, including the accompanying notes, present 
fairly, in all material respects, the consolidated assets, liabilities, net position, net cost, net cost 
by goal, changes in net position, custodial activity, and combined budgetary resources of EPA as 
of and for the years ended September 30, 2011 and 2010, in conformity with accounting 
principles generally accepted in the United States of America. 

12-1-0073 
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Review of EPA's Required Supplementary Stewardship Information, 
Required Supplementary Information, Supplemental Information, and 
Management's Discussion and Analysis 

We obtained infonnation from EPA management about its methods for preparing Required 
Supplementary Stewardship Infonnation (RSSI), Required Supplementary Information, 
Supplemental Infonnation, and Management's Discussion and Analysis, and reviewed this 
infonnation for consistency with the financial statements. The Supplemental Information 
includes the unaudited Superfund Trust Fund financial statements for fiscal 2011 and 2010, 
which are being presented for additional analysis and are not a required part ofthe basic financial 
statements. However, our audit was not designed to express an opinion and, accordingly, we do 
not express an opinion on EP A's RSSI, Required Supplementary Information, Supplemental 
Infonnation, and Management's Discussion and Analysis. 

We did not identify any material inconsistencies between the infonnation presented in EPA's 
consolidated financial statements and the infonnation presented in EPA's RSSI, Required 
Supplementary Infonnation, Supplemental Infonnation, and Management 's Discussion and 
Analysis. 

Evaluation of Internal Controls 

As defined by OMB, internal control, as it relates to the financial statements, is a process, 
affected by the Agency's management and other personnel, that is designed to provide 
reasonable assurance that the following objectives are met: 

Relia bility of fmancial reporting- Transactions are properly recorded, processed, and 
summarized to pennit the preparation of the financial statements in accordance with 
generally accepted accounting principles, and assets are safeguarded against loss from 
unauthorized acquisition, use, or disposition. 

Compliance with applicable laws, regulations, and government-wide policies­
Transactions are executed in accordance with laws governing the use of budget authority, 
government-wide policies, laws identified by OMB, and other laws and regulations that 
could have a direct and material effect on the financial statements. 

In planning and perfonning our audit, we considered EPA's internal controls over financial 
reporting by obtaining an understanding of the Agency's internal controls, detennining whether 
internal controls had been placed in operation, assessing control risk, and perfonning tests of 
controls . We did this as a basis for designing our aUditing procedures for the purpose of 
expressing an opinion on the financial statements and to comply with OMB audit guidance, not 
to express an opinion on internal control. Accordingly, we do not express an opinion on internal 
control over financial reporting nor on management's assertion on internal controls included in 
Management's Discussion and Analysis. We limited our internal control testing to those controls 
necessary to achieve the objectives described in OMB Bulletin No. 07-04, Audit Requirements 
for Federal Financial Statements, as Amended September 23, 2009. We did not test all internal 

12-1-0073 2 
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controls relevant to operating objectives as broadly defined by the Federal Managers ' Financial 
Integrity Act of 1982 (FMFIA), such as those controls relevant to ensuring efficient operations. 

Our consideration ofthe internal controls over financial reporting would not necessarily disclose 
all matters in the internal control over financial reporting that might be significant deficiencies. 
Under standards issued by the American Institute of Certified Public Accountants, a significant 
deficiency is a deficiency, or combination of deficiencies, that is less severe than a material 
weakness, yet important enough to merit attention by those charged with governance. A material 
weakness is a deficiency, or combination of deficiencies, such that there is a reasonable 
possibility that a material misstatement of the entity's financial statements will not be prevented, 
or detected and corrected in a timely manner. Because of inherent limitations in internal controls, 
misstatements, losses, or noncompliance may nevertheless occur and not be detected. We noted 
certain matters discussed below involving the internal control and its operation that we consider 
to be significant deficiencies, none of which are considered to be material weaknesses. These 
significant deficiencies are summarized below and detailed in attachment 1. 

Accounts Receivable Source Documentation Not Provided Timely 

EP A regional and headquarters offices did not timely submit supporting documentation 
to the Cincinnati Finance Center (CFC) so that CFC could promptly record accounts 
receivable in the financial system. EPA policies state that within 5 business days of 
determining a debt is owed to the Agency, the responsible office must forward source 
documents to CFC. Regional program office (RPO), Office of Regional Counsel (ORC), 
the Environmental Appeals Board (EAB), Office of Administrative Law Judges (ALJ), 
Office of Enforcement and Compliance Assurance COECA) staff, and regional Legal 
Enforcement Office (LEO) staff are responsible for providing this documentation. CFC 
stated that offices may have been unaware of the 5-day policy, or may have simply 
forgotten to send the documentation. When CFC is unable to create receivables timely, 
the debtor may not be billed appropriately, interest may not accrue, and EPA may not 
collect all that it is owed. Further, EPA's delayed recording of accounts receivable could 
result in a material misstatement ofthe financial statements. 

Federal Reimbursable Costs Not Billed Timely 

EPA did not timely bill other federal agencies for $2,210,617 of reimbursable costs. We 
found costs that had not been billed for up to 9 years. In addition, $3,150,692 and 
$521 ,589 of reimbursable expenses were recorded in funds cancelled in fiscal 2010 and 
2011 , respectively. Reimbursable costs were not timely billed to other federal agencies 
because EPA had difficulty reconciling costs previously incurred to costs previously 
billed under individual reimbursable agreements . Untimely billing of reimbursable costs 
causes delays in replenishing funds spent on reimbursable agreements. Also, untimely 
billing may result in EPA losing the ability to obligate and/or spend funds due to the 
expiration and subsequent cancellation offunds before they are collected. For example, 
we identified $3.7 million of reimbursable expenses due from other agencies in fiscal 
2010 and 2011 in cancelled funds. Since the funds are now cancelled, if EPA does bill 
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such amounts, the collections must be returned to Treasury and will not be available to 
EPA. 

EPA's Process for Cancelling Treasury Symbols Caused Inappropriate 
Account Balances 

EP A did not properly close general ledger accounts in its cancelling Treasury symbols. 
We identified two instances in which EPA inappropriately recorded general ledger entries 
to close accounts when it cancelled Treasury symbols. Treasury Financial Manual 
Bulletin No. 2011-07, Section 21, states that agencies must cancel any remaining 
balances (whether obligated or unobligated) in a closed appropriation account being 
cancelled and report valid receivable and payable balances associated with a cancelled 
Treasury Appropriation Fund Symbol. Because EPA did not review the net impact to 
current Treasury funds, EPA's improper cancellation procedures resulted in various 
misstated general ledger accounts. Consequently, the financial statements were misstated, 
although the misstatements were not material to the financial statements as a whole. 

EPA Double Counted Contractor-Held Property 

EP A double counted 97 items of capitalized property in its financial system because it did 
not remove property from its financial system that had been transferred to contractors. As 
a result, these items were recorded as both EPA-held property and contractor-held 
property. The double-counted property had an acquisition cost of $12.3 million and a net 
book value of $5 million. EPA property guidance states that when contractors are 
furnished with government property, the property is deleted from the financial system. 
The contractor-held property items were not removed because EPA does not have a 
policy that states who is responsible for removing contractor-held property from EPA's 
financial system. Without clear policies, neither the Office of the Chief Financial Officer 
(OCFO) nor the Office of Administration and Resources Management (OARM) has 
taken responsibility to ensure that EPA property transferred to contractors is deleted from 
EPA's financial system. The double counting resulted in capitalized property being 
overstated by $5 million in fiscal 2011. 

EPA Headquarters Cannot Account for 1,284 Property Items 

EP A headquarters could not account for 1,284 personal property items in fiscal 2011 as 
required by EPA's Personal Property and Procedures Manual. Headquarters mid-level 
management was not knowledgeable about Agency property management procedures, 
and EPA did not provide planned property training for Agency employees during fiscal 
2011 . Because EPA could not account for these property items, it was not exercising 
proper control over $2.1 million of accountable personal property. Inaccurate personal 
property records compromise EPA's property control system and can lead to the loss or 
misappropriation of Agency assets. 

12-1-0073 4 
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EPA Should Secure Marketable Securities 

EP A does not perform inspections ofthe safe in which marketable securities received 
should be stored to ensure that the securities are adequately safeguarded and that the 
contents of the safe agree with accounting or control records. The U.S. Government 
Accountability Office's (GAO's) Standards for Internal Control in the Federal 
Government, GAOl AIMD-00-21 .3.1, states, "An agency must establish physical control 
to secure and safeguard vulnerable assets. Examples include security for and limited 
access to assets such as cash, securities, inventories, and equipment which might be 
vulnerable to risk of loss or unauthorized use. Such assets should be periodically counted 
and compared to control records." By not securing marketable securities, EPA increases 
the risk of loss or theft of its assets. 

EPA Recognized Earned Revenue in Excess of Expenditures 

EP A recorded earned revenue without recognizing corresponding expenses. At the end of 
fiscal 2011, EPA had recorded $7 million more in earned revenue in the Oil Spill 
Reimbursable (HR) Fund than it recognized in HR reimbursable expenses. The fund had 
a balance of $74.5 million in Earned Revenue Federal Billed versus $67.5 million for 
Operating Expense Public Exchange. These balances were the totals after EPA recorded 
(1) a $5.7 million entry to accrue unbilled reimbursements and earned revenue, and (2) a 
$1.1 million entry to reduce advances from other agencies and to increase earned 
revenue. Statement of Federal Financial Accounting Standards (SFFAS) No.7, 
Accountingfor Revenue and Other Financing Sources, requires agencies to match 
revenue and expenses. The Agency did not properly match revenues and expenses in the 
HR Fund at the end of fiscal 2011 because it made earned revenue accrual entries without 
recognizing an equal amount in accrued expenses. The $7 million imbalance in the HR 
Fund code violates the matching principle required by the standard. 

EPA Is Withholding Payments Related to BP Deepwater Horizon Oil Spill 
Cleanup 

As of September 30, 2011, EPA had not paid contractors working on the Deepwater 
Horizon oil spill $6.6 million, of which $2.8 million is late under the Prompt Payment 
Act. EPA violated the Antideficiency Act in November 2010 because it made 
expenditures in excess of funds available. To avoid a second potential Antideficiency Act 
violation, EPA delayed payments to vendors, resulting in the Agency being required to 
make interest penalty payments to vendors as required by the Prompt Payment Act. 
Section 1315.4(g) of the Prompt Payment Act states that payment is due (1) on the date 
specified in the contract, (2) in accordance with discount terms when discounts are 
offered and taken, (3) in accordance with Accelerated Payment Methods, or (4) 30 days 
after the start of a payment period, when a proper invoice is received. The Agency 
withheld payments to vendors because it did not have sufficient cash in its Deepwater 
Horizon Oil Spill funds to pay its bills . By not paying contractors on time, EPA is 
incurring interest payments and is losing the opportunity to take discounts . 
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Attachment 3 contains the status of issues reported in prior years' reports. The issues included in 
attachment 3 should be considered among EP A's significant deficiencies for fiscal 2011. We 
repOlted to the Agency on less significant internal control matters in writing during the course of 
the audit. We will not issue a separate management letter. 

Comparison of EPA's FMFIA Repon With Our Evaluation of Internal Controls 

OMB Bulletin No. 07-04, Audit Requirements for Federal Financial Statements, as Amended 
September 23, 2009, requires us to compare material weaknesses disclosed during the audit with 
those material weaknesses repOlted in the Agency's FMFIA report that relate to the financial 
statements, and identify material weaknesses disclosed by the audit that were not reported in the 
Agency's FMFIA report. 

For financial statement audit and financial reporting purposes, OMB defines material weaknesses 
in internal control as a deficiency or combination of deficiencies in internal control such that 
there is a reasonable possibility that a material misstatement of the financial statements will not 
be prevented, or detected and corrected on a timely basis. 

The Agency reported that no material weaknesses had been found in the design or operation of 
internal controls over financial reporting as of June 30, 2011. We did not identify any material 
weaknesses during the course of our audit. Details concerning our findings on significant 
deficiencies can be found in attachment 1. 

Tests of Compliance With Laws and Regulations 

EP A management is responsible for complying with laws and regulations applicable to the 
Agency. As part of obtaining reasonable assurance about whether the Agency's financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws and regulations, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts, and certain other laws and 
regulations specified in OMB Bulletin No. 07-04, Audit Requirements for Federal Financial 
Statements, as Amended September 23, 2009. The OMB guidance requires that we evaluate 
compliance with federal financial management system requirements, including the requirements 
refen·ed to in the Federal Financial Management Improvement Act of 1996 (FFMIA). We limited 
our tests of compliance to these provisions and did not test compliance with all laws and 
regulations applicable to EPA. 

Providing an opinion on compliance with certain provisions of laws and regulations was not an 
objective of our audit and, accordingly, we do not express such an opinion. A number of ongoing 
investigations involving EPA's grantees and contractors could disclose violations oflaws and 
regulations, but a determination about these cases has not been made. The results of our tests of 
compliance with laws and regulations are summarized below and detailed in attachment 2. 
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EPA Violated the Antideficiency Act in Its Oil Spill Response Trust Account 

In January 2011 , EPA notified OMB that it violated the Antideficiency Act when EPA 
made expenditures in excess of funds available in the Oil Spill Response Account in the 
amount of $502,215. The violation occurred because the U.S. Coast Guard (USCG) did 
not timely reimburse EPA for BP Deepwater Horizon oil spill response expenses. 
According to EPA, the reason for the reimbursement delay was that USCG wanted EPA 
to provide a greater level of cost documentation than had been acceptable in the past. By 
spending more funds than were available, EPA violated the Antideficiency Act. 

Federal Financial Management Improvement Act Compliance 

Under FFMIA, we are required to report whether the Agency' s financial management 
systems substantially comply with the federal financial management systems 
requirements, applicable federal accounting standards, and the United States Government 
Standard General Ledger at the transaction level. To meet the FFMIA requirement, we 
performed tests of compliance with FFMIA Section 803(a) requirements and used the 
OMB guidance, Memorandum M-09-06, Implementation Guidance for the Federal 
Financial Management Improvement Act dated January 9,2009, for determining 
substantial noncompliance with FFMIA. The results of our tests did not disclose any 
instances in which the Agency's financial management systems did not substantially 
comply with FFMIA requirements. 

No other significant matters involving compliance with laws and regulations came to our 
attention during the course of the audit. We will not issue a separate management letter. 

Our audit work was also performed to meet the requirements in 42 U.S .C. §9611(k) with respect 
to the Hazardous Substance Superfund Trust Fund, to conduct an annual audit of payments, 
obligations, reimbursements, or other uses of the fund. The significant deficiencies reported 
above also relate to Superfund. 

Prior Audit Coverage 

During previous financial or financial-related audits, we reported weaknesses that impacted our 
audit objectives in the following areas: 

• Collectibility of federal receivables and recording of any needed allowances for doubtful 
accounts 

• Headquarters property items not inventoried 
• Improper closing of accounts when cancelling Treasury symbols 
• Uncollectible debt misstated 
• Financial system user account management 
• Security planning for Customer Technology Solutions equipment 
• Assessing automated application processing controls for the Integrated Financial 

Management System (IFMS) 
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Att:..1chment ummarize:o: the current $tatus of c rrective cti ns t.aken onprioaudit report 
recommendations elated. to these issue . . 

Ag:ency Comments and Q'IG Eva:luatlon 

Ina memorandum d ted November 10, _OI l , the Agenc responded to our draft report 

The rat ionale for our conclusions and 11 summary of the ... \.genc ' COl'um.ents are illCluded in 
the appropriate sectlollS oftrus report, and the Agcnc ,'s cOUlpJde response is illCluded as 
app-en.d·)( II to this repo t. 

Thi. report is intended solely for the indo mation and I..Ise of the manageme-nt of EPA. 0 1B. <md 
Congress, and is not inlrndcd '10 be and should not b.:3 used b an on olhcrbhlln thes specilled 
p rties. 

Paul C. Curtis 
Director, FIDIinciaJ Stal.~m~n:t Au'(Ji,l:s 
Office ofIuspector Ge:nernl 
U S. Emrironmental Protection gency 

ovember 1.5, ~Ol l 
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1-Accounts Receivable Detail Not Provided Timely 

EP A regional and headquarters offices did not timely submit supporting documentation to CFC 
so that CFC could promptly record accounts receivable in the financial system. EPA policies 
state that within 5 business days of determining a debt is owed to the Agency, the responsible 
office must forward source documents to CFC. RPO, ORC, EAB, ALl, OECA, and regional 
LEO staff are responsible for providing this documentation. CFC stated that the offices may have 
been unaware of the 5-day policy, or may have simply forgotten to send the documentation. 
When CFC is unable to create receivables timely, the debtor may not be billed appropriately, 
interest may not accrue, and EPA may not collect all that it is owed. Further, EPA's delayed 
recording of accounts receivable could result in a material misstatement ofthe financial 
statements. 

According to GAO' s Standards for Internal Control in the Federal Government, transactions 
should be promptly recorded to maintain their relevance and value to management in controlling 
operations and making decisions. EPA's Resource Management Directive System (RMDS) 
2550D-14-Tl requires Servicing Finance Offices to maintain ongoing communications with the 
RPOs, ORCs, and LEOs regarding the status of settlement agreements and to ensure that 
accounts receivable source documents are forwarded within 5 business days. 

From our audit of accounts receivable, we found that the offices did not timely forward 
supporting documentation (e.g., consent decrees, consent agreements and final orders, 
administrative orders, etc.) to CFC for 39 receivables totaling $106 million. CFC received 
associated source documents from 1 day to over 2 years late. Table 1 provides a summary ofthe 
relevant exceptions found during our audit. 

12-1-0073 10 
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Table 1 : Summary of receivables support not received timely 

Sample 
Number of 
samples 

Number of 
exceptions 

Dollar amount 
of exceptions 

6th month. 

Department of Justice Report 27 6 $58,314,47366 

Integrated Compliance Information System Report 11 7 4,584,500.00 

Superfund Control" 29 

All Other Controlb 12 

10 

0 

27,610,137.88 

0.00 

Subtotal 79 23 $90,509,111.54 

9th month. 

Department of Justice Report 18 8 $13,528,177.32 

Integrated Compliance Information System Report 4 1 140,000.00 

Superfund Control 2 1 1,704,020 70 

All Other Control 2 0 0.00 

Subtotal 26 10 $15,372,198.02 

Year-end· 

Integrated Compliance Information System Report 16 6 $508,000.00 

Subtotal 16 6 $508,000.00 

Total 121 39 $106,389,309.56 

Source: OIG analysis. 

a One Department of Justice exception was also noted in Superfund Control Testing but excluded from 
Number of Exceptions and Dollar Amount of Exceptions in our analysis to avoid double counting. 

b One Integrated Compliance Information System and one Department of Justice exception were also 
noted in All Other Control Testing but excluded from Number of Exceptions and Dollar Amount of 
Exceptions in our analysis to avoid double counting. 

EPA's RMDS, as updated in April 2011, establishes procedures for timely providing supporting 
documentation for receivables . RMDS 2550D-14-T 1 addresses Superfund receivables and 
requires the originating office to forward to the Servicing Finance Office copies of all Superfund 
consent decrees and judgments within 5 business days of receipt from the court. RMDS 2540-9-
P3 specifically addresses administrative penalties and referrals of civil enforcement cases to the 
Department of Justice. The directive requires that the originating office ensure that 
documentation of administrative orders and bankruptcy proceedings with civil penalties are 
provided to CFC within 5 business days . For regionally initiated administrative enforcement 
actions, ORC Regional Hearing Clerks are to ensure that penalties are entered in the EPA Case 
Tracking System, which automatically sends a request to CFC to establish a billing document. It 
also states that OECA will develop intemal processes to ensure that, in the case of OECA­
initiated administrative enforcement actions, all documentation for administrative penalty 
debt/accounts receivable is sent to CFC along with the request for CFC to establish a billing 
document. OECA also coordinates with CFC to determine the appropriate action when a penalty 
debt/accounts receivable is 120 days past due. 
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For regionally initiated cases, the ORC/LEO/RPO is required to provide effective ongoing 
communication with the finance center regarding the status of settlement agreements to prevent 
untimely recording of accounts receivable. For headquarters-initiated cases, the Headquarters 
Hearing Clerk, the EAB, and OECA's Air Enforcement Division are responsible for notifying 
CFC after an order becomes final. Untimely receipt of accounts receivable source documentation 
results in inaccurate balances in the Agency's financial management system. Therefore, we 
believe that regional and headquarters offices and CFC should work together to resolve this 
control issue. 

Recommendation 

We recommend that the Assistant Administrator for Enforcement and Compliance Assurance : 

l. Require that regional and headquarters enforcement officials assist CFC by 
implementing EPA's newly updated RMDS policy, which includes the requirement to 
forward legal documentation within 5 business days and to designate regional 
contacts so that receivables are recorded timely. 

Agency Comments and OIG Evaluation 

The Agency concurred with our finding and recommendation. OECA responded that in October 
2011 it issued processes for headquarters-initiated administrative enforcement actions . 
Headquarters-initiated cases include those resolved by ALl, EAB, or OECA's Air Enforcement 
Division. OECA requires these offices to make orders available to CFC within 5 business days of 
the order's effective date. 
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2-Federal Reimbursable Costs Not Billed Timely 

EPA did not timely bill other federal agencies for $2,210,617 of reimbursable costs. We found 
costs that had not been billed for up to 9 years. In addition, $3,150,692 and $521,589 of 
reimbursable expenses were recorded in funds cancelled in fiscal 2010 and 2011, respectively. 
Reimbursable costs were not timely billed to other federal agencies because EPA had difficulty 
reconciling costs incurred to costs billed under individual reimbursable agreements. Untimely 
billing of reimbursable costs causes delays in replenishing funds spent on reimbursable 
agreements. Also, untimely billing results in EPA losing the ability to obligate and/or spend 
funds due to the expiration and subsequent cancellation of funds before they are collected. For 
example, we identified $3.7 million of reimbursable expenses due from other agencies in fiscal 
2010 and 2011 in cancelled funds. Since the funds are now cancelled, if EP A does bill such 
amounts, the collections must be returned to Treasury and will not be available to EPA. 

EP A provides goods or services to other federal agencies and is reimbursed for its expenses 
under reimbursable agreements. Under reimbursable agreements, EPA uses reimbursable 
authority provided by OMB to perform agreement activities. Reimbursable authority is a type of 
borrowing authority that exists for definite periods of time as long as the authority from the year 
of funding exists and is not expired or cancelled. 

OMB Circular A-II , S20, states that during the expired phase, no new obligation can be incurred 
against the appropriations. At the end of the expired phase, all obligated and unobligated 
balances must be cancelled and the account closed. Cancelled balances may not be used to incur 
or pay obligations. Collections authorized or required to be credited to a cancelled appropriation 
that are received after the account is closed must be deposited in the Treasury as miscellaneous 
receipts. Therefore, once the appropriation in which the expenditures were incurred expires or 
cancels, EPA no longer has the ability to obligate and/or spend those funds if collected. 

To execute reimbursable agreements, EPA assigns a unique reimbursable account number 
(budget organization code) to each reimbursable agreement. The budget organization code for 
each interagency agreement identifies obligations pertaining to that agreement, and costs of 
performance must be charged to reimbursable account numbers . As EPA performs work 
specified in the agreement, EPA should bill the other agency for costs incurred in providing the 
services or goods, and be reimbursed by the other agency for those costs. 

During our analysis of the fiscal 2011 fourth quarter federal unbilled accrual, we identified more 
than $2 million of reimbursable expenses incurred from budget fiscal years (BFYs) 2000 through 
2008 that were not billed to other federal agencies, as shown in table 2. 
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Table 2: Federal reimbursable costs not timely billed 

BFY Expended amount Billed amount Unbilled amount 

2000 $909,056.80 855,371.83 $53,684.97 

2001 804,873.23 702,805.84 102,067.39 

2002 700,161.16 681 ,766.76 18,394.40 

2003 6,748,900.32 6,746,25327 2,64705 

2004 1,881 ,762.95 1,804,949.75 76,813.20 

2005 394,948,066.24 394,383,011 .57 565,054.67 

2006 35,943,703.28 35,610,641.09 333,062.19 

2007 23,233,385.48 23,072,839.72 160,545.76 

2008 59,463,193.87 58,564,846.32 898,347.55 

Total $524,633,103.33 $522,422,486.15 $2,210,617.18 

Source: OIG analysis. 

Not timely billing reimbursable costs may result in EPA losing the ability to obligate and spend 
those funds, because collections must be returned to Treasury ifthe budgetary authority has been 
cancelled. For example, we identified unbilled reimbursable expenses of about $3.2 million and 
$522,000 remaining in cancelled funds from BFYs 2002 through 2004, as shown in table 3. 
These unbilled reimbursable expenses were moved to the miscellaneous receipt Treasury 
account. As a result, EPA no longer had the ability to obligate and or spend funds collected due 
to the cancellation of funds. 

Table 3: Unbilled costs in cancelled funds 

BFY Expended amount Billed amount Unbilled amount Year cancelled 

2002-2003 $16,008,647.30 $12,857,955.39 $3, 150,691.91 2010 

2003-2004 3,933,40214 3,411,81333 521 ,58881 2011 

Source: OIG analysis. 

In response to our inquiry as to why the reimbursable expenses incurred in prior years have not 
been billed, the Agency stated that there may be problems with the agreements, expenses may 
not be identified to an agreement, or the expenses may have just recently been paid. 

Not timely billing other federal agencies for reimbursable costs (1) causes unnecessary delays in 
replenishing funds spent on reimbursable agreements, (2) limits EPA's ability to recover all costs 
before funding authority cancels, and (3) could result in EP A using appropriated funds to cover 
reimbursable costs incurred. If EP A does not bill and collect the funds before the funds expire, it 
is not able to obligate and expend additional funds from those accounts. 

Recom mendations 

We recommend that the Chief Financial Officer: 

2. Review unbilled federal reimbursable expenses, determine their collectibility, and bill 
appropriate funds before the funding period is cancelled. 
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3. Create and implement a process to reconcile expenses incurred and costs billed under 
individual reimbursable agreements. 

4. Develop a process or implement a reporting system to track., for each reimbursable 
agreement, the expenses that have been billed for each budget fiscal year. 

Agency Comments and OIG Evaluation 

The Agency concurred with our finding and recommendations. 
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3-EPA's Process for Cancelling Treasury Symbols 
Caused Inappropriate Account Balances 

EP A did not properly close general ledger accounts in its cancelling Treasury symbols. We 
identified two instances in which EP A inappropriately recorded general ledger entries to close 
accounts when it cancelled Treasury symbols. Treasury Financial Manual Bulletin No. 2011 -07, 
Section 21, states that agencies must cancel any remaining balances (whether obligated or 
unobligated) in a closed appropriation account being cancelled, and repOlt valid receivable and 
payable balances associated with a cancelled Treasury Appropriation Fund Symbol. Because 
EP A did not review the net impact to CUlTent Treasury funds, EPA's improper cancellation 
procedures resulted in various misstated general ledger accounts. Consequently, the financial 
statements were misstated, although the misstatements were not material to the financial 
statements as a whole. 

EP A's closing procedures for accounts receivable in cancelled expenditure accounts resulted in a 
$6.5 million credit balance in the general ledger account, Expense Uncollectible Debt, Other 
Finances (Uncollectible Debt Expense). This account should normally have a debit balance. A 
credit balance in this account indicates that either the Agency has revenue from uncollectible 
debts or the general ledger account is otherwise misstated. EPA uses Standard Vouchers with 
predetermined debit( s) and credit( s) to record accounting events that occur on a reculTing basis in 
accordance with its Comptroller Policy 93-02, Policies for Documenting Agency Financial 
Transactions. EPA moved the balances from the cancelling appropriation without properly 
reviewing the net impact on CUlTent Treasury funds. 

This is the third year we have reported this issue. In fiscal 2009 and 2010, we recommended that 
EP A review and update its required standard voucher entries. In response to our 
recommendations, EPA noted that it would review the impact of accounting entries, including 
standard vouchers for billing documents, and provide accounting models and technical advice as 
appropriate. EPA has not made changes to accounting entries in the year-end instructions. 

The procedure also resulted in an understatement in the general ledger account, Allowance for 
Loss on Accounts Receivable (Allowance for Loss). EPA did not properly record the Allowance 
for Loss from cancelling appropriations in fund 3200 (Treasury Symbol for the Collection of 
Receivable from Cancelled Account) along with the related account receivables. We found that 
in fund 3200 nonfederal receivables increased by $6.4 million from last fiscal year, but the 
related allowance account activity changed by $3,000. The Agency did not move the related 
allowances from the cancelling appropriations to fund 3200, resulting in the overstatement of the 
receivables net book value. Table 4 shows the fund 3200 balance as of year-end. 

Table 4: Fund 3200 account balances 

GL GL account name 2011 balance 2010 balance Diff$ Diff% 

13P3 Billed Mise Receipts Public $27,667,949.59 $21,293,448.77 $6,374,500.82 29.94% 

13P9 Allow For Loss On AfR, Non Fed (17,317,474.61) (17,320,502.51 ) 3,027.90 -0.02% 

Source: IFMS and OIG analysis. 
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EPA recorded this entry in accordance with its Year-End Closing Instructions, which requires 
finance centers to remove accounts receivable and the related allowance for doubtful accounts 
from cancelling appropriations, and establish the receivables in fund 3200. The instructions do 
not allow for establishing the related allowance in fund 3200. SFFAS No.1 states that an 
allowance for estimated uncollectible amounts should be recognized to reduce the gross amount 
of receivables to its net realizable value. EPA required movement of balances without properly 
reviewing the closing entries' net impact on current Treasury funds. In doing so, the entry caused 
an understatement in the Allowance for Loss account in fund 3200. By not recording the related 
allowance for the receivables, EPA is overstating the net book value ofthe receivables in fund 
3200. 

OMB Circular A-I27, Financial Management Systems, requires financial management systems 
to provide complete, reliable, consistent, timely, and useful financial management information 
on federal government operations. If EP A had properly reviewed the two general ledger accounts 
for the effect ofthe closing entries prior to the fiscal period close, EPA could have noticed the 
net impact on current Treasury funds . By not reviewing the entries and the account balances, 
EP A understated Uncollectible Debt Expense and Allowance for Loss in the financial 
statements. 

Recom mendations 

We recommend that the Chief Financial Officer: 

5. Revise the cancellation procedures to ensure accounts are properly stated. 

6. Post the proper Allowance for Loss . 

7. Revise the Year-E nd Closing Instructions, to prescribe proper procedures for closing 
accounts. 

8. Prior to year-end closing, review and test the net impact of closing entries to ensure 
proper statement of expenses, revenue, and assets in the financial management system 
and financial statements. 

Agency Comments and OIG Evaluation 

The Agency did not concur with our finding and recommendations. The Agency stated it posted 
the appropriate adjustments, it is following Treasury guidance, and balances are properly stated. 
Our analysis ofthe Agency's adjustments to cancel a receivable and the related allowance 
revealed they understated fiscal 2011 revenue and bad debt expense. The understatement 
occurred because the Agency reversed the receivable and related allowance accounts creating 
postings that decreased revenue and bad debt expense. While the understatements are not 
material to the financial statements taken as a whole, we believe the Agency should have 
reviewed the impact ofthe closing entries and posted the proper adjustments so that revenue and 
expense were properly stated. 
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Double Counted Contractor-Held Property 

EP A double counted 97 items of capitalized property in its financial system because it did not 
remove from its financial system property that had been transferred to contractors. As a result, 
these items were recorded as both EP A-held property and contractor-held property. The double­
counted property had an acquisition cost of $12.3 million and a net book value of $5 million. 
EP A property guidance states that when contractors are furnished with government property, the 
property is deleted from the financial system. TIle contractor-held property items were not 
removed because EPA does not have a policy that states who is responsible for removing 
contractor-held property from EPA's financial system. Without clear policies, neither OCFO nor 
OARM has taken responsibility to ensure that EPA property transferred to contractors is deleted 
from EPA's financial system. The double counting resulted in capitalized property being 
overstated by $5 million in fiscal 2011. 

EPA's Personal Property Policy and Procedures Manual states that as an integral part of all 
EP A contracts, effective control and accountability must be maintained for all personal property 
furnished by EPA or acquired with EPA funds, in accordance with the Federal Acquisition 
Regulations and EPA's Contracts Management Manual. Section 5.2.1 of the property manual 
states, "When contractors are furnished with government property, it is deleted from the IFMS 
and the contractor becomes responsible for the property until such time as it is returned to the 
Government. In such cases, the Government retains title to the property." 

Recom mendations 

We recommend that the Assistant Administrator for Administration and Resources Management: 

9. Develop and implement policies and procedures to address responsibility for the 
removal of EP A property from the Agency financial system when EP A property is 
transferred to contractors. 

10. Ensure that all EPA property that has been transferred to contractors is removed from 
EPA's financial system. 

Agency Comments and DIG Evaluation 

The Agency concurred with our finding and recommendations. 
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5-EPA Headquarters Cannot Account for 1,284 Property Items 

EP A headquarters could not account for 1,284 personal property items in fiscal 2011 as required 
by EPA's Personal Property and Procedures Manual. Headquarters mid-level management was 
not knowledgeable of Agency property management procedures, and EPA did not provide 
planned property training for Agency employees during fiscal 2011. Because EPA could not 
account for these property items, it was not exercising proper control over $2.1 million of 
accountable personal property. Inaccurate personal property records compromise EPA's property 
control system and can lead to the loss or misappropriation of Agency assets. 

The OARM Facilities Management and Services Division is responsible for administering the 
EP A Personal Property Management Program. EPA defines accountable personal property as 
"non-expendable personal property with an acquisition cost of $5,000 or greater, EPA-leased 
personal property, or property identified as a sensitive item." EPA's Personal Property and 
Procedures Manual, Section 3.1.1, states that each accountable area must maintain personal 
property records in the IFMS, thus providing all needed data for effective personal property 
management (e.g., location, procurement, utilization, and disposal). The missing items indicate 
that accurate personal property records are not being maintained. The Personal Property Policy 
and Procedures Manual, Section 1.3.2, requires that, when property is lost, damaged, or 
destroyed, a Board of Survey conduct a thorough investigation and provide recommendations to 
remove the property from EPA's financial system. Headquarters has 77 requests for board action 
on the 976 items from fiscal 2010. 

As of October 15, 2011 , EPA headquarters could not account for 1,284 accountable personal 
property items with a value of $2, 130,427. EPA headquarters could not account for 769 of the 
items (valued at $1 ,288,817) missing from the fiscal 2010 inventory when it conducted its 2011 
inventory. This is the third consecutive year we have reported this problem. In fiscal 2010 and 
2009, EPA headquarters could not account for 1,134 and 1,804 items, respectively. In response 
to our fiscal 2010 audit, EPA planned to develop a mandatory online property training program. 
However, the target date for implementing the training program slipped from March 30, 2011 , to 
November 15, 2011. 

Recom mendations 

We recommend that the Assistant Administrator for Administration and Resources Management 
require the Director, Facilities Management and Services Division, to: 

11. Conduct planned property training and require completion ofthe course by all EPA 
managers . 

12. Address the missing personal property items in accordance with Agency procedures. 

Agency Comments and OIG Evaluation 

The Agency concurred with our finding and recommendations. 
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6-EPA Should Secure Marketable Securities 

EP A does not perfonn inspections ofthe safe in which marketable securities should be stored to 
ensure that securities are adequately safeguarded and that the contents of the safe agree with 
accounting or control records. GAO's Standards for Internal Control in the Federal 
Government, GAOl AIMD-00-2l.3.1, states, "An agency must establish physical control to 
secure and safeguard vulnerable assets. Examples include security for and limited access to 
assets such as cash, securities, inventories, and equipment which might be vulnerable to risk of 
loss or unauthorized use. Such assets should be periodically counted and compared to control 
records." By not securing marketable securities, EPA increases the risk of loss or theft of its 
assets. 

During our fiscal 2011 financial statement audit, we found that EPA received two Common 
Stock Certificates from Exide Technologies totaling $l.2 million that were not placed in a safe 
for safeguarding. During our review, we found that EPA does not have regularly scheduled 
reviews ofthe safe. After our inquiry, EPA stated that it does not schedule inspections of the safe 
because the safe is rarely used. In addition, we noted that the safe was located in an open area 
instead of in a more secure location, such as a locked room. 

Securities physically received by EPA should be secured in a safe until they are transferred to 
Treasury for disposition. To properly safeguard securities, access to securities should be limited 
to authorized personnel only. During our review, we found that EPA does not have regular 
scheduled reviews of the safe. By not having controls in place for safe inspections, EPA has 
minimal assurance that marketable securities received are properly accounted for and handled. 

Recom mendations 

We recommend that the Chief Financial Officer: 

13. Develop and implement procedures to perfonn inspections ofthe safe on a regular 
basis to verify the contents against accounting records. 

14. Move the safe to a secure area, such as a locked room, instead of keeping the safe in 
an open area. 

Agency Comments and DIG Evaluation 

The Agency concurred with our finding and recommendation to develop and implement 
procedures to perfonn inspections ofthe safe on a regular basis. The Agency did not concur with 
moving the safe to a secure area, stating the safe is behind a desk, weighs 1,000 pounds, and 
there is other office security; we concluded that no further action is required. 
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7-EPA Recognized Earned Revenue in Excess of Expenditures 

EP A recorded earned revenue without recognizing corresponding expenses. At the end of fiscal 
2011, EPA had recorded $7 million more in earned revenue in the HR Fund than it recognized in 
HR reimbursable expenses. The fund had a balance of $74.5 million in Earned Revenue Federal 
Billed versus $67.5 million for Operating Expense Public Exchange. These balances were the 
totals after EP A recorded (1) a $5.7 million entry to accrue unbilled reimbursements and earned 
revenue, and (2) a $1.1 million entry to reduce advances from other agencies and to increase 
earned revenue. SFF AS No.7, Accounting for Revenue and Other Financing Sources, requires 
agencies to match revenue and expenses. The Agency did not properly match revenues and 
expenses in the HR Fund at the end of fiscal 2011 because it made earned revenue accrual entries 
without recognizing an equal amount in accrued expenses. The $7 million imbalance in the HR 
Fund code violates the matching principle required by the standard. 

We extracted and reviewed the fiscal 2011 ending balances in general ledger accounts in the HR 
Fund. The year-end balances showed that EPA reported $74.5 million in earned revenue in 
general ledger account 522G- Earned Revenue Federal Billed. EPA also reported $67.5 million 
in operating expenses in account 61PE- Operating Expense Public Exchange. These two 
balances represent a surplus of $7.0 million in the HR account at year end, which violates the 
principle of matching revenues and expenses. EPA created the imbalance when it recorded 
entries to recognize unbilled reimbursements for the HR Fund code at year end. The amounts 
EPA recorded and the resulting balances are shown in table 5: 

Table 5: HR Fund code amounts in fiscal 2011 

GIL Account 522G GIL Account 61 PE Revenue-
Event earned revenue operating expense expense 

in millions 

Balances in HR at 09/30/2011 ($61.4) $61.2 ($0.2) 

Entries recorded in the 13th and 14th 
months to record unbilled 

(13.1) 0.0 (13.1) 

reimbursements and recognize oil spill 
reimbursable revenue 

Entries made in 13th month to accrue 0.0 6.3 6.3 
exchange expenses 

Balances in HR at 09/30/2011 
(after accruals and adjusting entries) 

(74.5) 67.5 (7 .0) 

Source: Data from IFMS and OIG analysis. 

SFF AS No.7 establishes the criteria for the recognition and measurement of revenue and 
expenses. The guidance notes that revenue comes from two sources: exchange and nonexchange 
transactions. The guidance requires agencies to match revenue and expenses. Exchange 
(reimbursable funds) revenue is to be recognized at the time goods or services are provided 
(i.e., when expenses are incurred). 

EP A created the $7 million difference in HR revenues over expenses when it prepared entries for 
the 13th- and 14th-month periods. EPA adjusted general ledger account 2315-Other Advances 
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Federal, recognizing $1.1 million in earned revenue without recognizing expenses. EPA also 
recorded an entry for $5.7 million to adjust the unbilled reimbursement accrual, which increased 
earned revenue that was already recognized. The $5.7 million was based on accounts payable 
recorded in late September 2011. When those payables were recorded, earned revenue was 
properly recognized. However, EPA's entry to adjust the unbilled accrual recognized the 
$5.7 million in earned revenue for a second time. By not taking into account the total impact of 
its entries, EPA overstated earned revenue by $5.7 million and understated operating expense by 
$1.1 million in the HR Fund. The net effect was earned revenue exceeding operating expenses in 
the HR Fund, and exchange revenues not properly matching expenses at fiscal year-end 2011. 

Recom mendations 

We recommend that the Chief Financial Officer: 

15. Review the entries and accounting models used to record expenditures and recognize 
earned revenue to assess their impact on the financial statements and to ensure that 
they result in the proper recognition of revenue. 

16. Ensure that exchange revenue is only recognized at the time goods or services are 
provided. 

Agency Comments and OIG Evaluation 

The Agency concurred with our finding and recommendations. 
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8-EPA Is Withholding Payments Related to 
BP Deepwater Horizon Oil Spill Cleanup 

As of September 30,2011, EPA had not paid contractors working on the Deepwater Horizon oil 
spill $6.6 million, of which $2.8 million is late under the Prompt Payment Act. EPA violated the 
Antideficiency Act in November 2010 because it made expenditures in excess of funds available. 
To avoid a second potential Antideficiency Act violation, EPA delayed payments to vendors, 
resulting in the Agency being required to make interest penalty payments to vendors as required 
by the Prompt Payment Act. Section 1315.4(g) ofthe Prompt Payment Act states that payment is 
due (1) on the date specified in the contract, (2) in accordance with discount terms when 
discounts are offered and taken, (3) in accordance with Accelerated Payment Methods, or 
(4) 30 days after the start of a payment period, when a proper invoice is received. The Agency 
withheld the payments because it did not have sufficient cash in its Deepwater Horizon oil spill 
funds to pay its bills. By not paying contractors on time, EPA is incurring interest payments and 
is losing the opportunity to take discounts. 

The Agency was aware that it would have to pay interest as required by the Prompt Payment Act 
if it did not pay the bills timely. The Agency was forced into this situation because of disputes 
between EPA and USCG on invoices submitted for reimbursement. EPA has not received 
sufficient emergency funding from USCG to reimburse the Oil Spill Response Trust Fund for 
costs incurred by EPA's response to the April 2010 Deepwater Horizon incident. This lack of 
funding prompted EPA to make a conscious decision to cease payments to its oil spill contractors 
on September 12, 2011. It is not clear when EP A will obtain the funds necessary to resume 
payment of the oil spill invoices. As of November 7, 2011, EPA has not resumed payments. 
Consequently, EPA owes contractors the $6.6 million due as of September 30, 2011, as well as 
any interest and late penalties, and debts incurred since September 30, 2011. 

Recom mendations 

We recommend that the Chief Financial Officer: 

17. Resume payments to the oil spill contractors as soon as adequate funds are available 
in the Oil Spill Response Trust Fund. 

18. Include in payments to contractors the interest penalties prescribed by the Prompt 
Payment Act for invoices that are paid past their due dates. 

Agency Comments and OIG Evaluation 

The Agency concurred with our finding and recommendations. 
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Attachment 2 

Compliance With Laws and Regulations 
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9-EPA Violated the Antideficiency Act in Its 
Oil Spill Response Account 

In January 2011, EPA notified OMB that it violated the Antideficiency Act when it made 
expenditures in excess of funds available in the Oil Spill Response Account in the amount of 
$502,215. The violation occurred because USCG did not timely reimburse EPA for BP 
Deepwater Horizon oil spill response expenses. According to EPA, the reason for the 
reimbursement delay was that USCG wanted EPA to provide a greater level of cost 
documentation than had been acceptable in the past. By spending more funds than were 
available, EPA violated the Antideficiency Act. 

The Deepwater Horizon incident occurred in April 2010. According to EPA, starting on June 1, 
2010, EPA's CFC regularly monitored the cash balance of the Oil Spill Response Account. 
According to EPA, in July 2010, EPA requested a cash advance from USCG due to large 
amounts being invoiced by contractors working on the response action. In August 2010, USCG 
provided EPA with a $32 million advance. EPA used the advance to pay contractor invoices, as 
well as Agency payroll and travel expenses, related to the Deepwater Horizon response work. On 
October 27, 2010, EPA advised USCG that additional advances would be required to pay oil 
spill response bills, but USCG was unwilling to provide additional advances because of cost 
documentation concerns. In EPA OIG Report No. ll-P-0527, EPA's Gulf Coast Oil Spill 
Response Shows Needfor Improved Documentation and Funding Practices, August 25, 2011, 
we identified that EP A needed to improve its cost documentation packages prior to submittal to 
USCG. The report recommended that EPA implement controls to ensure that bills and supporting 
cost documentation packages submitted to USCG are clear and complete, and comply with cost 
documentation requirements. 

To assist in cash management, EPA developed a cash monitoring report intended to include all 
transaction costs, but the report did not include disbursements related to indirect costs. EPA 
discovered this issue on November 23,2010. In a revised cash monitoring report that included 
indirect costs, EPA discovered a negative cash balance in the Oil Spill Response Account on 
November 18 and 19, 2010. By spending more cash than available, EPA violated the 
Antideficiency Act. Title 31 U.S.C. §1341(a) states, "An officer or employee of the United 
States Government may not make or authorize an expenditure or obligation exceeding an amount 
available in an appropriation or fund for the expenditure or obligation." 

Since the date of the violation, EPA has established several reporting and analysis measures and 
safeguards. The measures include (1) establishing a new comprehensive funds-availability report 
that includes indirect costs distributed from the account, (2) balancing the new report with the 
fund balance with the Department of Treasury at the end of each month, and (3) analyzing the 
historical monthly expenses to estimate future expenses. In addition, EPA indicated that it will 
revise its administrative funds control policies to change the minimum required available cash 
balance from $500,000 to $2 million or more if the balance cannot support payment of 
anticipated fixed costs, and bill USCG weekly or when a disbursement of $1 million or more is 
made. 
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Recom mendations 

We recommend that the EPA Administrator: 

19. Finalize the reporting of the Antideficiency Act violation to the President, through the 
OMB Director, Congress, and the Comptroller General, as required. 

We recommend that the Chief Financial Officer: 

20. Work with USCG to come to a mutual agreement on what constitutes acceptable cost 
documentation so that reimbursements do not continue to be delayed. 

Agency Comments and DIG Evaluation 

The Agency concurred with our finding and recommendations. 
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Attachment 3 

Status of Prior Audit Report Recommendations 

EP A is continuing to strengthen its audit management to address audit follow-up issues and 
complete corrective actions expeditiously and effectively to improve environmental results . The 
Chief Financial Officer is the Agency follow-up official and is responsible for ensuring that 
corrective actions are implemented. During fiscal 2011 , OCFO instituted a new quarterly report 
that highlights the status of management decisions and corrective actions. This report is shared 
with program office and regional managers throughout the Agency to keep them informed ofthe 
status of progress on their audits. OCFO also initiated an update of EP A Order 2750, EPA 's 
Audit Management Process. Additionally, OCFO continued to conduct the on-site reviews of 
national and program offices, which it initiated in fiscal 2009. The reviews focus on offices ' 
audit follow-up procedures and their use ofthe Management Audit Tracking System, or MATS. 
The reviews are designed to promote sound audit management; increase Agency awareness of, 
accountability for, and completion of unimplemented corrective actions; and ensure that audit 
follow-up data are accurate and complete. OCFO completed seven ofthese on-site reviews in 
fiscal 2011, including four of regional offices and three of national program offices. These 
reviews will be performed on an ongoing, rotating basis . 

The Agency has continued to make progress in completing corrective actions from prior years. 
The status of issues from prior financial statement audits and other audits with findings and 
recommendations that could have an effect on the financial statements, and have corrective 
actions that are not completed or have not been demonstrated to be fully effective, are listed in 
the following table. 

Table 6: Significant deficiencies-issues not fully resolved 

• Automated Application Processing Controls for IFMS 
EPA has taken action to correct this open issue by implementing a new financial system to replace 
IFMS. The new system was implemented in October 2011 . We continue to report this issue because 
the fiscal 2011 financial statements were produced using IFMS and the same inability to test 
application controls due to insufficient system documentation still exists within IFMS. 

• EPA Misstated Uncollectible Debt and Other Related Accounts 
In fiscal 2011 , we recommended that prior to year-end closing, EPA should review and test the net 
impact of closing entries to ensure proper statement of expenses, revenue, and assets in the 
financial management system and financial statements. This is the third year we have reported this 
issue. In responses to prior recommendations, EPA noted that it would review the impact of 
accounting entries, including standard vouchers for billing documents, and provide accounting 
models and technical advice as appropriate. EPA has not made changes to accounting entries in the 
year-end instructions. See attachment 1, "Internal Control Significant Deficiencies, " for more 
information. 

• Improvements Needed in Controls for Headquarters Property 
The Agency has not taken sufficient action to address the weakness we noted in the headquarters 
annual personal property inventory. As described in attachment 1, "Intemal Control Significant 
Deficiencies," EPA headquarters could not account for 1 ,284 personal property items in fiscal 2011. 
The activation date for the managers' on-line property training has slipped from March 30, 2011 , to 
November 15, 2011. 
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• Integrated Financial Management System User Account Management Needs Improvement 
EPA has made significant strides to complete corrective actions associated with the segregation of 
duties issue noted during the fiscal 2009 financial statement audit To date, the Agency has 
implemented a segregation of duties policy and detective systems controls do exist However, it has 
not provided sufficient documentation to show that the new Agency financial management system 
includes automated controls to enforce separation of duties (recommendation 27 in the fiscal 2009 
financial statement audit report) . Additionally, the OIG recommended that the new financial 
management system include automated controls to link to human resources data 
(recommendation 32 in the fiscal 2009 financial statement audit report) . To date, EPA has not 
implemented any corrective actions in response to this recommendation. EPA has indicated that no 
further actions have been taken due to reevaluation of the business case for a new human resources 
system. 

• Improved Security Planning Needed for the Customer Technology Solutions Project. 
Though EPA has taken steps to complete corrective actions, it has not provided all signed 
memoranda of understanding for each General Support System owner as agreed upon. A corrective 
action was rescheduled to be completed by August 29, 2011 , but corrective actions are still 
incomplete. EPA has not provided an updated milestone date for when it plans to complete the 
corrective actions associated with this report's recommendations. 

• EPA Should Assess Collectibility of Federal Receivables and Record Any Needed Allowances 
for Doubtful Accounts 
EPA fully implemented recommendations 5 and 7 from our fiscal 2010 financial statement audit, but 
did not take full corrective actions for recommendation 6. In our fiscal 2011 financial statement audit, 
we found that EPA did not review the collectibility of 10 federal receivables that had been outstanding 
for 4 to 11 years, totaling $793,000 EPA's CFC did not document efforts to collect the federal debt or 
determine the debt's status after the 3-year delinquent period. During our review of the federal 
allowance for doubtful accounts, we identified 6 of 10 receivable files with the CFC Director's 
signature noting a review on September 30, 2011 , but nothing was in the remaining 4 files. Debt files 
are required to document efforts to collect the debt 

• EPA Improperly Closing Accounts When Cancelling Treasury Symbols 
During fiscal 2010, we reported that EPA processed an adjusting entry to close out the Treasury 
symbol 682/30108, and improperly expensed the advance as well as removed other liabilities when 
the funds became cancelled on September 30, 2010. We found that the Working Capital Fund had 
not refunded the remaining advanced funds to EPA's Environmental Programs and Management 
appropriation. EPA responded that the advanced funds were expended before the Treasury symbol 
was cancelled, and the funds were spent in Treasury symbol 683/40108. Subsequently, EPA 
performed a reconciliation to compare advanced funds recorded in BFY 2002/2003 with drawdowns 
of those advanced funds in later BFYs. This comparison reflected activity by service agreement and 
did not identify the specific transactions to record the expenditures. EPA did not adequately track 
where the advanced funds from BFY 2002/2003 were spent Further, although EPA's updated 
cancellation procedures seemed reasonable, the implementation of the cancellation procedures 
resulted in inappropriate activity and balances due to the cancellation of funds and improper 
procedures prescribed in the fiscal 2011 year-end closing instructions. Additional support provided by 
the Agency was not provided in time to be considered in this report. 

Source: OIG analysis. 
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Attachment 4 

Status of Current Recommendations and 
Potential Monetary Benefits 

POTENTIAL MONETARY 
RECOMMENDATIONS BENEFITS (in $OOOs) 

Planned 
Rec. Page Completion Claimed Agreed To 
No. No. Subject Status' Action Official Date Amount Amount 

12 Require that regional and headquarters U Assistant Administrator for 
enforcement officials assist CFC by implementing Enforcement and Compliance 
EPA's newly updated RMDS policy, which Assurance 
includes the requirement to fOlWard legal 
documentation within 5 business days and to 
designate regional contacts so that receivables 
are recorded timely. 

14 Review un billed federal reimbursable expenses, U Chief Financial Officer 
detenmine their collectibility, and bill appropriate 
funds before the funding period is cancelled. 

15 Create and implement a process to reconcile U Chief Financial Officer 
expenses incurred and costs billed under 
individual reimbursable agreements. 

4 15 Develop a process or implement a reporting U Chief Financial Officer 
system to track , for each reimbursable agreement, 
the expenses that have been billed for each 
budget fiscal year. 

17 Revise the cancellation procedures to ensure U Chief Financial Officer 
accounts are properly stated. 

17 Post the proper Allowance for Loss. U Chief Financial Officer 

17 Revise the Year-End Closing Instructions, to U Chief Financial Officer 
prescribe proper procedures for closing accounts. 

17 Prior to year-end closing, review and test the net U Chief Financial Officer 
mpact of closing entrie s to ensure proper 
statement of expenses, revenue , and assets in 
the financial management system and financial 
statements. 

18 Develop and implement policies and procedures U Assistant Administrator for 
to address responsibility for the removal of EPA Administration and Resources 
property from the Agency financial system when Management 
EPA property is transferred to contractors. 

10 18 Ensure that all EPA property that has been U Assistant Administrator for 
transferred to contractors is removed from EPA's Administration and Resources 
financial system. Management 

11 19 Require the Director, Facilities Management and U Assistant Administrator for 
Services Division, to conduct planned property Administration and Resources 
training and require completion of the course by Management 
all EPA managers. 
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POTENTIAL MONETARY 
RECOMMENDATIONS BENEFITS (in $OOOs) 

Planned 
Rec. Page Completion Claimed Agreed To 
No. No. Subject Status' Action Official Date Amount Amount 

12 19 Require the Director, Facilities Management and U Assistant Administrator for 
Services Division, to address the missing personal Administration and Resources 
property items in accordance with Agency Management 
procedures. 

13 20 Develop and implement procedures to perfo"" U Chief Financial Officer 
inspections of the safe on a regular basis to verify 
the contents against accounting records. 

14 20 Move the safe to a secure area , such a locked C Chief Financial Officer 11/10/2011 
room, instead of keeping the safe in an open 
area. 

15 22 Review the entries and accounting models used U Chief Financial Officer 
to record expenditures and recognize eamed 
revenue to assess their impact on the financial 
statements and to ensure that they result in the 
proper recognition of revenue. 

16 22 Ensure that exchange revenue is only recognized U Chief Financial Officer 
at the time goods or services are provided. 

17 23 Resume payments to the oil spill contractors as U Chief Financial Officer 
soon as adequate funds are available in the Oil 
Spill Response Trust Fund. 

18 23 Include in payments to contractors the interest U Chief Financial Officer 
penalties prescribed by the Prompt Payment Act 
for invoices that are paid past their due dates. 

19 26 Finalize the reporting of the Antideficiency Act U EPA Administrator 
violation to the President, through the OMB 
Director, Congress, and the Comptroller General, 
as required. 

20 26 Work with USCG to come to a mutual agreement U Chief Financial Officer 
on what constitutes acceptable cost 
documentation so that reimbursements do not 
continue to be delayed. 

, 0 = recommendation is open with agreed-to corrective actions pending 
C = recommendation is closed with all agreed-to actions completed 
U = recommendation is unresolved with resolution efforts in progress 
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Appendix II 

Ag'ency ,R'esponse to Draft Report 

IUNllreo STATiI!S I!'NIVIRONMI!INiTAIL PROTeClllON AGeNCY 
WASHINGTON, D.,C. 204&0 

0 .... 'mber 10,2011 

Of"FICE OF 
CHIEF FI.NIANICA OFFiCeR. 

UDJE-CT: Audit of EPA's Fiscal Year 2011 antl2010 COl1solidated Financial Statements 

FROM: Barbara J. BellIleU /.:: OrigilDlo] " i:gDed By; 
, bier · i lEI. cial ' meet 

Craig Hook:: ,A si Lant dmill istrator I Origilna l ' iglled B~ : 
Office .of Administration and ResoIlJrct:;s 1anagcmcnt 

sistmt Administrator I. Olii ino l ~ igned R)'; 
en ent and ompl ianee s uranoe 

TO: Arthur A. Elkins, Jr. 
Inspectur Gcneral 

Fi c,al eal" 2011 marks another u oes ful fi nancia l tareluents audit eyc e fol" the .. 
' Iwixon ental Prote lion Agellcy. Thi year, e ntillued agency pam eM hips \ itt a focll 011 

Irellglhenillg fi I inlegrily,enhanc in' core bll in op rations and contributi ng to 
agency ' ide: performaM·- millliigl!mclit "stems. We arc proud of (he many a ~complis!hmcilts and 
thank )'OU for identifyillg additional ar 'as for improvcment in tile dra.ft Oftice of Inspector 
'len ral'. Audit Repon. The audit work performed wiUnelp hapefutur fil1ancial managemellit 
in'tlati \!S. 

Our onice wolikcd togetliler 10 e pond lakclilolder involvement t11 rebycnga,gill!!; all pari of tlile 
agcnc in fiscal sl.cwardship yielding signil'icant [,c;su ~t.s . Attachcd arc the agcm ... y's r ;;sponscs!o 
this aJlldutr port 0 tai led corrective 3.dioll plaflS v ill be pm ided 10 you and your staff lI-vithin 
90 days ofthe i sU!ance of the final audit rep rt. 

Plea e let me no jf ou 1'1, e any , uestioflS or our Slaff can ontact tefan ilzer, Dire lor 
o nice of Finallcial Maliagement 01'(202) 564·5389 rcgan:ling (he: audit. 
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Attachment 

cc: Craig Hooks, Assistant Administrator, Administration and Resources Management 
Cynthia Giles, Assistant Administrator, Office of Enforcement and Compliance Assuran
Melissa Heist, Assistant Inspector General for Audit 
Maryann Froehlich, Deputy Chief Financial Officer 
Joshua Baylson, Associate Chief Financial Officer 
Stefan Silzer, Director, Office of Financial Management 
Raffael Stein, Director, Office of Financial Services 
Renee Page, Director, Office of Administration 
Jeanne Conklin, Deputy Director, Office of Financial Management 
Paul Curtis, Director, Financial Statements Audit 
Jim Wood, Director, Cincinnati Finance Center 
Chris Osborne, Acting Staff Director, Reporting and Analysis Staff 
Dale Miller, Acting Staff Director, Financial Policy and Planning Staff 

ce 
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Attachment 

Response to Draft OIG Audit of EPA's Fiscal 2011 and 2010 Consolidated Financial 
Statements 

1 - Accounts Receivable Detail Not Provided Timely by Regions 

We recommend that the Assistant Administrator for Enforcement and Compliance Assurance: 

l. Request that regional enforcement officials assist Cincinnati Finance Center by 
implementing the EPA's newly updated Resource Management Directives System policy, 
which includes the requirement of forwarding legal documentation within 5 business days and 
designating regional contacts so that receivables are recorded timely. 

Response: (Concur) 

The Office of Enforcement and Compliance Assurance will continue to work with the regions 
and CFC and outline additional actions to be taken in the implementation of the EPA's newly 
updated RMDS policy including the requirement offorwarding legal documentation within 5 
business days and designating regional contacts so that receivables are recorded timely. This 
effort requires the coordination of headquarters enforcement offices, the Department of Justice, 
the Environmental Appeals Board and the Office of Administrative Law Judges in addition to the 
regional offices to work with CFC to create accounts receivable in a timely manner. 

We request the following corrections be made in the draft audit report. 

• In the case of non-Superfund civil judicial cases, RMDS 2540-9-43 (Procedure 3), issued on 
April 13, 2011, states that the DOJ will notify and provide CFC with documentation when a 
final order is issued requiring the payment of a civil penalty. 

• In October 2011 , the OECA issued internal procedures governing penalties assessed under 
headquarters initiated administrative enforcement actions . 

• For Superfund enforcement-related accounts receivable, RMDS 2550D-14-T1 covers five 
types of statutory Superfund accounts receivable (i.e., cost recoveries, cash outs, Superfund 
state contract cost share payments, future response costs, and civil and stipulated penalties). 

• Among the 39 exceptions noted in the draft audit report, some of these involved cases for 
which DOJ or headquarters did not provide timely notification to CFC. 

Over the course of the last year, OECA has taken the following steps to address this issue. First, the 
Office of Civil Enforcement worked closely with other OECA offices and with the Office of the 
Chief Financial Officer to revise the RMDS policy governing non-Superfund penalties. Second, by 
memorandum dated October 4, 2011 , signed by OECA's former Principal Deputy Assistant 
Administrator Catherine McCabe and OCFO's Deputy Chief Financial Officer Maryann Froehlich, 
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OECA and OCFO advised the Regional Administrators, Deputy Regional Administrators and Senior 
Enforcement Managers ofthe new procedures issued by OCFO requiring the notification to CFC 
when penalty accounts receivable are created. Third, as required under Procedure 3, OECA issued 
internal procedures for EP A headquarters-originated administrative enforcement cases. 

In addition on November 17, 2011, OCE and OCFO will be presenting a webinar for the regions, 
headquarters and staff at the EAB and the OALJ to explain the revised RMDS policy, how to 
coordinate with CFC on a timely and consistent basis and to explain the performance measure that 
requires notification to CFC within 5 business days of the effective date of a final administrative 
order assessing civil penalties and Superfund penalty actions. 

With regard to Superfund-related enforcement accounts receivable, the Office of Site 
Remediation Enforcement is developing a training course, to be delivered to all regions, on how 
to effectively manage Superfund accounts receivable. The training will include a section that 
emphasizes the need for regional offices to forward executed copies of settlement agreements, 
and other legal documents, establishing amounts due to CFC within 5 business days as provided 
in RMDS 2550D-14-Tl. 

Finally, we have been working with OCFO on a FY 2012 performance measure for notifying and 
providing CFC with documentation regarding penalty and other enforcement-related accounts 
receivable within 5 business days. OCFO has committed to provide quarterly reports to senior 
management in OECA and the regions assessing the extent to which the regions and headquarters 
are meeting this performance metric. Throughout FY 2012, we will be working with regional 
enforcement managers, OCFO and the Department of Justice to ensure that enforcement-related 
accounts receivable are created in a timely manner. 

2 - Federal Reimbursable Costs Not Billed Timely 

We recommend that the Chief Financial Officer: 

2. Review unbilled federal reimbursable expenses, determine their collectability and bill 
appropriate funds before the funding period is cancelled. 

Response: (Concur) 

The CFC works diligently to research, resolve, and bill outstanding reimbursable costs and 
will continue to research and resolve unbilled costs particularly before the funding period is 
cancelled. CFC reviews and bills all active funds-in Interagency Agreements on a quarterly 
basis. Expenditure reports for unique budget organization are reviewed by previously billed 
amount prior to creating a bill for new costs. In addition, CFC will research methods to 
allocate costs if it cannot be identified to an agreement and research their collectability once 
identified to an IA. 

3. Create and implement a process to reconcile expenses incurred and costs billed under 
individual reimbursable agreements. 
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Response: (Concur) 

CFC currently processes expense reports under individual reimbursable agreements. These 
reports are maintained in the agreement file along with a log of bills, date the bills were issued 
and remaining balance on the agreement. CFC will continue to maintain these records either 
manually in the agreement files or within the Compass financial system. 

4. Develop a process or implement a reporting system to track, for each reimbursable 
agreement, the expenses that have been billed for each budget fiscal year. 

Response: (Concur) 

CFC manually tracks these costs in each agreement file using the OCFO Reporting and 
Business Intelligence Tool and Compass Data Warehouse reports . CFC is also exploring 
using functionality within Compass to link the budget organizations and agreement for 
reimbursable costs. This should eliminate charging to generic or "unlinked" budget 
organizations. 

3 - EPA's Processes for Cancelling Treasury Symbols Caused Inappropriate Balances 

We recommend that the Chief Financial Officer: 

5. Revise the cancellation procedures to ensure accounts are properly stated. 

Response: (Non-Concur) 

The Treasury financial management guidance supports the agency 's position in regards to how 
it cancels a Treasury Account Symbol. The EPA cancellation procedures support this guidance 
and are properly stated. 

6. Post the proper Allowance for Loss. 

Response: (Non-Concur) 

The EPA has posted the appropriate adjustments to close the TAS and establish the 
correct balances in the 3200 miscellaneous receipt account. 

7. Revise the Year-End Closing Instructions, to prescribe proper procedures for closing 
accounts. 

Response: (Non-Concur) 

The EPA Year End Closing Instructions already provide proper procedures for closing 
accounts. 
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8. Prior to year-end closing, review and test the net impact of closing entries to ensure proper 
statement of expenses, revenue, and assets in the financial management system and financial 
statements. 

Response: (Non-Concur) 

The EPA properly handled cancellation of the T AS; no further work is deemed necessary. 

4 - EPA Double Counted Contractor-Held Property 

We recommend that the Assistant Administrator for Administration and Resources Management: 

9. Develop and implement policies and procedures to address responsibility for the removal 
of EP A property from its financial system when it is transferred to contractors. 

Response: (Concur) 

The Office of Administration and Resources Management will review current policies and 
procedures and revise as needed to ensure they address responsibilities for the removal from 
its financial system when it is transferred to contractors. Current procedures are in place to 
inform contracting officers, project managers, contractors and agency property personnel on 
how to handle property transfers to contractors. While the appropriate agency guidance exists 
in the Contract Management Manual and the Property Policy and Procedures Manual, agency 
and contractor compliance remains a challenge. Additionally, frequent turnover of positions 
necessitates an increase in both training and cross training of COs and Agency Property 
Managers. Agency property management duties are collateral duties that, in some cases, are 
rotated among program level staff. 

OARM is committed to developing a training program for all parties associated with the 
contract property process during FY 2012. As part of an on-going review and improvement 
program, OARM will continue to provide periodic training information to COs on the 
importance of ensuring that all contracts having contract property clauses are identified as 
such in the U.S. Environmental Protection Agency Acquisition System. Additional guidance 
and training is being developed to improve communications and eliminate this issue. In 
addition, the agency's Contractor Property Coordinator sent an informational memo regarding 
potential double counting issues to APMs on October 13, 2011. 

The following points highlight significant action taken by OARM during FY 2011 to address 
the issue : 

• The CPC provided training to contracting officers at the annual training conference 
and attended three APM's monthly teleconferences to address the issues and answer 
questions. 

• OARM implemented a quarterly assessment and management certification program 
on property management and reporting. This program will aid in the improvement of 
the agency's compliance with federal and EPA property policies, improve data 
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accuracy through verification and validation and ensure the effectiveness of 
management and oversight systems that support government property tracking and 
reporting systems. 

• The Operating Division Directors and Regional Acquisition Managers are provided 
with reports on a quarterly basis, from EAS and Federal Procurement Data System­
Next Generation on contracts under their purview that have government property 
and/or government property clauses. Each ODD and RAM is required to: 1) review 
the information for accuracy and completeness, 2) make any necessary corrections, 
and 3) validate that all necessary information has been provided or when it will be 
provided to the CPC. Using the data from both EAS and FPDS-NG, OARM has the 
reporting capability to identify contracts containing CHP and/or the government 
property clauses, as well as a management tool to verify that COs are forwarding 
contracts containing CHP to the CPC in compliance with Contracts Management 
Manual 42.5. These two reports provide an independent process methodology for 
identifying and verifying the universe of the EPA's contracts containing CHP. 

• OARM has also created a new position for data quality as part of its Strategic 
Acquisition Human Capital Plan and found new avenues to electronically collect 
information on government property from contracts. 

10. Ensure that all EPA property that has been transferred to contractors is removed from 
EPA's financial system. 

Response: (Concur) 

OARM has already taken steps to remedy the issues surrounding data collection and 
maintenance for Government property. A more comprehensive and accurate list of contractors 
having contracts and agency contract property clauses has been compiled and is being used to 
validate the FY 2011 annual reporting. The list contains 396 contracts : 1) 69 had reportable 
contract property greater than or equal to $25,000, 2) 191 had no property, and 2) 136 had 
property but no property at the $25,000 level. A review is underway to identify any 
duplicative recording and ensure corrective action where necessary. 

5 - EPA Headquarters Cannot Account for 1,284 Property Items 

We recommend that the Assistant Administrator for Administration and Resources Management 
require the Director, Facilities Management and Services Division, to: 

11 . Conduct planned property training and require completion of the course by all EPA 
managers. 

Response: (Concur) 

The planned property training course has been developed and is posted on the agency 's 
website. Over the next week, the Assistant Administrator for OARM will send a notification 
letter to the agency's senior managers outlining the training course instructions and training 
commencement. 
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12. Address the missing personal property items in accordance with agency procedures. 

Response: (Concur) 

OARM is currently addressing the missing personal property items in accordance with agency 
procedures. OARM is currently working with the Board of Survey to investigate the 
remaining items from previous years . The Board plans to make a decision on missing items 
shortly and it is anticipated the recommendation will be to mark the missing items as inactive 
in the agency's financial system. 

6 - EPA Should Secure Marketable Securities 

We recommend that the Office of Chief Financial Officer: 

13. Develop and implement procedures to perform inspections of the safe on a regular basis 
to verify the contents against accounting records . 

Response: (Concur) 

CFC will create and maintain a log of accountable items in the safe. 

14. Move the safe to a secure area, such a locked room, instead of keeping the safe in an open 
area. 

Response: (Non-Concur) 

The safe is currently in a secure area and is located behind the CFC administrative assistant's 
desk out ofthe general flow of the office. The safe is the size of a four drawer file cabinet 
and weighs over 1,000 pounds. The building has a guard sitting in the lobby 24 hours17 days a 
week and non-duty hours access to the building is restricted and monitored through a sign-in 
sheet. 

7 - EPA Recognized Earned Revenue in Excess of Expenditures 

We recommend that the Chief Financial Officer: 

15. Review the entries and accounting models used to record expenditures and recognize 
earned revenue to assess their impact on the financial statements and to ensure that they result 
in the proper recognition of revenue. 

Response: (Concur) 

The accounting model will be reviewed and verified. 
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16. Ensure that exchange revenue is only recognized at the time goods or services are 
provided. 

Response: (Concur) 

The EPA concurs. 

8 - EPA is Withholding Payments Related to BP Deepwater Horizon Oil Spill Cleanup 

We recommend that the Chief Financial Officer: 

17. Resume payments to the oils spill contractors as soon as adequate Oil Spill Response 
Trust funds are available . 

Response: (Concur) 

The EPA will process the payments to the contractors as soon as adequate funds are available. 

18. Include in the payments the interest penalties prescribed by the Prompt Payment Act for 
invoices that are paid past their due dates. 

Response: (Concur) 

The EPA will include the interest on all payments over 30 days in accordance with the Prompt 
Payment Act. 

9 - EPA Violated the Antideficiency Act in Its Oil Spill Response Account 

We recommend that the EPA Administrator: 

19. Finalize the reporting of the Antideficiency Act violation to the President, through the 
Office of Management and Budget Director, Congress and the Comptroller General, as 
required. 

Response: (Concur) 

The agency will continue to work with OMB to finalize the submission of the Antideficiency 
Act letters. The EPA Administrator signed the letters on October 25, 2011 and they were 
delivered to OMB. The required notification letters are awaiting OMB clearance. 

We recommend that the Chief Financial Officer: 

20. Work with USCG to come to a mutual agreement on what constitutes acceptable cost 
documentation so that reimbursements do not continue to be delayed. 

Response: (Concur) 
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The OCFO and U.S . Coast Guard have been in discussions for the past several months to 
identify a process to ensure the timely submission and reimbursement of agency costs while 
adhering to the cost documentation requirements of the U.S . Coast Guard. 

Responsible Managers: 

lsi Original Signed By: November 10, 2011 
_--::-_-:-:-__ :--__ ----::-:::--_-::---:--_-:--:-___________ SignaturelDate 
Stefan Silzer, Director, Office of Financial Management 

lsi Original Signed By: November 10, 2011 
___________________________ SignaturelDate 
Raffael Stein, Director, Office of Financial Services 

lsi Original Signed By: November 10, 2011 
___________________________ SignaturelDate 
Craig Hooks, Assistant Administrator for Administration and Resources Management 

lsi Original Signed By: November 10, 2011 
___________________________ SignaturelDate 
Cynthia Giles, Assistant Administrator for Enforcement and Compliance Assurance 
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Appendix III 

Distribution 

Administrator 
Chief Financial Officer 
Assistant Administrator for Administration and Resources Management 
Assistant Administrator for Enforcement and Compliance Assurance 
Assistant Administrator for Environmental Information and Chief Information Officer 
General Counsel 
Associate Administrator for Congressional and Intergovernmental Relations 
Associate Administrator for External Affairs and Environmental Education 
Acting Director, Office of Policy and Resource Management, Office of Administration and 

Resources Management 
Director, Office of Administration, Office of Administration and Resources Management 
Director, Office of Civil Enforcement, Office of Enforcement and Compliance Assurance 
Director, Office of Site Remediation Enforcement, Office of Enforcement and Compliance 

Assurance 
Director, Office of Technology Operations and Planning, Office of Environmental Information 
Director, Office of Budget, Office of the Chief Financial Officer 
Director, Office of Financial Management, Office of the Chief Financial Officer 
Director, Office of Financial Services, Office of the Chief Financial Officer 
Director, Research Triangle Park Finance Center, Office of the Chief Financial Officer 
Director, Cincinnati Finance Center, Office of the Chief Financial Officer 
Director, Las Vegas Finance Center, Office of the Chief Financial Officer 
Director, Office of Planning, Analysis, and Accountability, Office of the Chief Financial Officer 
Director, Reporting and Analysis Staff, Office of the Chief Financial Officer 
Director, Office of Technology Solutions, Office of the Chief Financial Officer 
Director, Financial Policy and Planning Staff, Office of the Chief Financial Officer 
Director, Accountability and Control Staff, Office ofthe Chief Financial Officer 
Director, Payroll Management and Outreach Staff, Office of the Chief Financial Officer 
Agency Audit Follow-Up Coordinator 
Audit Follow-Up Coordinator, Office ofthe Administrator 
Audit Follow-Up Coordinator, Office ofthe Chief Financial Officer 
Audit Follow-Up Coordinator, Office of Administration and Resources Management 
Audit Follow-Up Coordinator, Office of Enforcement and Compliance Assurance 
Audit Follow-Up Coordinator, Office of Environmental Information 
Audit Follow-Up Coordinator, Office of Solid Waste and Emergency Response 
Audit Follow-Up Coordinator, Office of Grants and Debarment, Office of Administration and 

Resources Management 
Audit Follow-Up Coordinator, Office of Financial Management, Office of the 

Chief Financial Officer 
Audit Follow-Up Coordinator, Office of Financial Services, Office of the Chief Financial Officer 
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 MANAGEMENT INTEGRITY AND CHALLENGES
 

Overview of the EPA’s Efforts 
Management challenges and integrity weaknesses represent vulnerabilities in program operations that 
may impair the EPA’s ability to achieve its mission and threaten the agency’s safeguards against fraud, 
waste, abuse and mismanagement. These areas are identified through internal agency reviews and 
independent reviews by the EPA’s external evaluators, such as OMB, GAO and the EPA’s OIG. This 
section of the AFR discusses in detail two components related to challenges and weaknesses: 1) a 
brief discussion of the EPA’s progress in addressing its FY 2011 integrity weaknesses and 2) key 
management challenges identified by the EPA’s OIG, followed by the agency’s response. 

Under the FMFIA, all federal agencies must provide reasonable assurance that policies, procedures 
and guidance are adequate to support the achievement of their intended mission, goals and objectives. 
(See Section I, “Management Discussion and Analysis,” for the Administrator’s assurance statements.) 
Agencies also must report any material weaknesses identified through internal and/or external reviews 
and their strategies to remedy the problems. Material weaknesses are vulnerabilities that could 
significantly impair or threaten fulfillment of the agency’s programs or mission. For FY 2011, no new 
material weaknesses were identified by the agency or the OIG. (See following subsection for a 
discussion of new, existing and corrected weaknesses and significant deficiencies.) 

The agency’s senior managers remain committed to maintaining effective and efficient internal controls 
to ensure that program activities are carried out in accordance with applicable laws and sound 
management policy. Agency leaders meet periodically to review and discuss the EPA’s progress in 
addressing issues raised by OIG and other external evaluators, as well as progress in addressing 
current weaknesses and emerging issues. The agency will continue to address its remaining 
weaknesses and report on its progress. 

140 



 

  
  

 
 
 

 
 

 
 

 

 
 

 

 
  

 
  

  
 

 
 

 
  

 
 

  
 

  

   

   
  

      
    

 
 

  
 
   

 

   
  

   
 

 
 

   
 

 
 

 
  

    
    

  
      
   

    
     

 
 

 
  

 
 

 
  

   -  
  

    
 

    
 

    
  

 
  

  
 
 
         
        

 


 

 

	 

	 

	 

	 


 

 

	 

	 

	 

	 


 

 

	 

	 

	 

	 

PROGRESS IN ADDRESSING
 
FY 2011 WEAKNESSES AND SIGNIFICANT DEFICIENCIES
 

In FY 2011, the EPA continued to address its 
agency-level internal control weaknesses and 
significant deficiencies. This section 
discusses the weaknesses resolved in FY 
2011, as well as those for which corrective 
actions are still underway. 

Agency Weaknesses 
Program Evaluation 

In its September 2007 report, Using the 
Program Assessment Rating Tool as a 
Management Control Process, OIG identified 
several limitations to systematically 
conducting program evaluations at the EPA. 
These include: 1) funding limitations; 2) lack 
of internal and external expertise; 3) the need 
for strategic investment in program 
evaluation; 4) insufficient data/performance 
measurement information; and 5) lack of 
participation and willingness from states. The 
EPA declared Program Evaluation as an 
agency-level weakness in FY 2009. 

To address this weakness, the agency 
developed a two-part program evaluation 
strategy that included various focus areas to 
strengthen the EPA’s evaluation capabilities. 
In FY 2011, the agency continued to take 
steps to implement key actions in the two-part 
program evaluation strategy and to 
strengthen program evaluation throughout the agency. In part one of the strategy, the EPA seeks to 
strengthen internal expertise and build access to external expertise to move closer to achieving its long-
term goal of establishing a program evaluation culture at the EPA. In part two of the strategy, the EPA 
seeks to improve strategic investments in program evaluation planning and partnerships. 

FY 2011 Weaknesses and 
Significant Deficiencies 

Agency Weaknesses 

1. Program Evaluation* 
2. Strengthening the Agency’s Implementation of 

FMFIA 
3. Permit Compliance System 
4. Streamlining EPA’s Process for Developing 

Chemical Assessments Under IRIS . 
5. Electronic Content Management 

Significant Deficiencies 

1.   Improperly Closed Account* 
2.   Reconciling Unearned Revenue for Superfund 

State Contract Costs 
3.   Collectability of Federal Receivables 
4.   Headquarters Personal Property Controls 
5. EPA Double Counted Contractor Held Property** 
6.   Federal Reimbursable Costs Not Billed Timely** 
7. EPA is Withholding Payments Related to 

Deepwater Horizon Oil Spill Cleanup** 
8. EPA Recognized Earned Revenue in Excess of 

Expenditures** 
9. Accounts Receivable Detail Not Provided Timely 

By Regions ** 

* All corrective actions were completed in FY 2011. 
** Items identified as new in FY 2011. 

In addition to the strategy, the agency has taken other actions to strengthen program evaluation at the 
EPA: 

•	 Designated a senior executive responsible for developing a more robust evaluation capacity at the 
EPA 

•	 Established guidelines for conducting program evaluation, and considering funding during annual 
planning and budgeting process. 

•	 Built strategic relationships with external evaluators by co-sponsoring the Environmental Evaluators 
Network Forum 

•	 In collaboration with EEN partners, developed a peer-reviewed article and a comprehensive 
database of peer-reviewed literature 

141 



 

    
  

     

    
 

  
  

  
  

 
 

 
 

 

     
    

 
       

  
 
    

  
 

  
   

 

      
   

     
     

  
 

   

   
   

 
   

 

 
 

 
  

    
 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

	 

•	 Maintain access to skilled external evaluators to develop methodologies and to provide specialized 
skills and expert reviews 

•	 Increased the number of evaluations listed in the FY 2011-2015 Strategic Plan 

•	 Through efforts underway, improving the strategic use of performance measurement for program 
management and improvement 

The agency has completed all the corrective actions for this weakness. The EPA will continue to 
monitor progress in carrying out the two-part program evaluation strategy. To enhance program 
evaluation in the EPA’s performance measurement system, the agency plans to initiate 1-2 larger 
scale program evaluations. Additionally, the agency will continue to improve impact measurement 
and evaluation capacity by supporting partnerships with states and academic experts. 

Strengthening the Agency’s Implementation of FMFIA 

In FY 2009, the EPA declared Strengthening the Agency’s Implementation of FMFIA as an agency-
level weakness. OIG believes that the agency’s management integrity guidance for FYs 2008 and 2009 
did not require reporting on compliance with all of the GAO’s five Standards for Internal Control in the 
Federal Government, as referenced in OMB Circular A-123. 

The agency has taken steps to strengthen the EPA’s FMFIA process and to address OIG concerns. 
Specifically, the agency has: 

•	 Issued Deputy Administrator and CFO memorandum emphasizing the importance of maintaining 
internal controls over programmatic operations and financial activities, and clarifying expectations 
for senior leadership. 

•	 Released on-line mandatory FMFIA courses and trained almost 2,000 agency senior managers 
(AAs/RAs, SES, and GS-15s designated by their AA/RA), 335 agency staff including Management 
Integrity Advisors. 

•	 Held a training workshop for all agency Management Integrity Advisors to enhance their knowledge 
of internal controls, risk assessment, and the agency’s management integrity program. 

•	 Issued technical guidance and user-friendly fillable forms/templates for developing Program Review 
Strategies which require reporting against all five GAO standards. 

•	 Conducted Management Integrity Program Compliance Reviews of six regional and five 
headquarters national program offices. Findings from the reviews have informed the FY 2010 and 
FY 2011 Management Integrity Guidance for the agency. 

The agency will continue conducting Program Compliance Reviews in selected national program and 
regional offices to assess the agency’s FMFIA implementation and determine needs for guidance, 
training, and other tools and assistance. Additionally, the EPA will use reviews conducted by OIG, or 
other oversight agencies, to determine the effectiveness of corrective actions. The agency is validating 
the effectiveness of corrective actions and expects to close this weakness in FY 2012. 

Permit Compliance System 

In FY 1999, the EPA declared Permit Compliance System as an agency-level weakness. The 
weakness focuses on the need for the EPA to revitalize or replace PCS to provide an information 
system that both the states and the EPA can use to ensure complete and accurate NPDES permit and 
discharge data. 
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Although the EPA has now developed and successfully implemented a modern, national information 
system designed to meet the needs of today's NPDES permitting and enforcement program, not all of 
the states have been migrated from PCS to the new system ICIS. Currently, 34 states, 2 tribes, 8 
territories and the District of Columbia are using the new system. That leaves 16 states remaining to be 
migrated to ICIS, all of which are authorized to manage the NPDES program. The plan is to complete 
the modernization of PCS and migrate those 16 states from PCS to ICIS in FY 2013. 

In FY 2011, the agency: 

•	 Completed User Validation and Acceptance Testing for Wave I of ICIS-NPDES Full Batch 
functionality. 

•	 Implemented Wave I of ICIS-NPDES Full Batch (capability to electronic report permit and facility 
data from states to ICIS-NPDES) functionality. 

•	 Migrated five (FL, KY, MO, MN, OH) additional states from PCS to ICIS-NPDES. 

•	 Completed Software Technical Specifications for Wave 2 of ICIS-NPDES Full Batch functionality 
(electronic reporting of NPDES inspection data from states to ICIS-NPDES). 

•	 Completed Software Development for Wave 2 of ICIS-NPDES Full Batch functionality. 

•	 Completed Functional and Integration testing of Wave 2 of ICIS-NPDES Full Batch functionality. 

•	 Completed Software Technical Specifications for Wave 3 of ICIS-NPDES Full Batch functionality 
(electronic reporting of NPDES Enforcement Actions, Program Reports and violation related data 
from states to ICIS-NPDES). 

•	 Begun Software Development for Wave 3 of ICIS-NPDES Full Batch functionality. 

The final closure date for this agency level weakness is projected to be the end of fourth quarter FY 
2013. This completion date is based on various assumptions and estimates.1 

Streamlining EPA’s Process for Developing Chemical Assessments Under IRIS 

In FY 2009, the EPA declared Streamlining EPA’s Process for Developing Chemical Assessments 
Under IRIS as an agency-level weakness. GAO identified “Transforming EPA’s Processes for 
Assessing and Controlling Toxic Chemicals” as a high-risk area in its January 2009 High-Risk Series. In 
its report, GAO states that the agency needs to take actions to increase the transparency of the 
Integrated Risk Information System and enhance its ability under the Toxic Substances Control Act to 
obtain health and safety information from the chemical industry. 

In May 2009, the agency released a new Integrated Risk Information System process for completing 
health assessments. The goal of the new process is to strengthen program management, increase 
transparency and expedite the timeliness of health assessments. Since that time, the agency’s National 

1 This completion date is based on various assumptions about the future and, therefore, any changes to the assumptions 
would impact the schedule.  For FY 2011 and beyond, we assumed that annual funding will rise to $ 7.5 million.  (If EPA 
assumes the President’s budget level of $6.7 continues in FY 2011 and beyond, the schedule would likely move 5 or more 
quarters into the future, with a shut down date for PCS delayed until FY 2015).  Further, as with any project, extended 
timelines for completion add risk to the project, and predictions about when the project will be completed become more 
speculative. 
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Center for Environmental Assessment has completed 16 assessments, more than the number of 
assessments completed in the previous three years. Additionally, the agency is making significant 
progress on health hazard assessments of numerous high priority chemicals (e.g. formaldehyde, 
trichloroethylene, perchloroethylene, dichloromethane, arsenic, chromium VI, methanol, 
benzo[a]pyrene and Libby asbestos), including the completion of milestones for interagency science 
consultation, external review or posting on the IRIS web page. Progress on these and other IRIS 
assessments is available at http://www.epa.gov/IRIS/. Assessments of health effects for chemicals 
found in environmental mixtures including PAHs, dioxins, phthalates and PCBs are being developed. 
These cumulative assessments will increase the number of chemicals that are addressed by the IRIS 
Program and are based upon the expressed needs of the agency. The EPA's Human Health Risk 
Assessment program will continue to lead innovation in risk assessment science based on expanding 
scientific knowledge. 

The EPA recently unveiled a new database that facilitates public access to the scientific studies that 
underpin key agency decisions. The Health Environmental Research Online database contains the key 
studies the EPA uses to develop environmental risk assessments for the public. It includes references 
and data supporting the Integrated Risk Information System, which supports critical agency 
policymaking. The HERO database is publicly accessible so anyone is able to review the scientific 
literature behind the EPA science assessments. The HERO database strengthens the transparency of 
the science supporting agency decisions. 

The IRIS update project is in a pilot phase. Toxicity values in IRIS that are more than 10 years old have 
been identified, screened, and prioritized based on agency needs; the first group of 15 high priority 
assessments has been selected for update. A Federal Standing Science Review Committee, consisting 
of reviewers from the EPA and other federal agencies has been assembled. An independent contractor 
wil1lead and conduct independent external peer reviews of these assessments. A second batch of nine 
assessments should be ready for the FSSRC by December 2011, and a Federal Register notice 
announcing a new set of 20-30 chemicals. 

In July 2011, the EPA announced additional measures to strengthen the scientific quality of IRIS 
assessments based on comments from the National Academy of Sciences. These measures include 
making assessment documents clearer, shorter and more transparent. The EPA will evaluate the 
strengths and weaknesses of critical studies in a more uniform way and clearly indicate which criteria 
were most influential in weighing scientific evidence supporting its choice of toxicity values. Also, the 
EPA will continue to track progress to determine if new timelines need adjustment. 

Electronic Content Management 

In FY 2009, the EPA declared Electronic Content Management at the EPA as an agency-level 
weakness. Although the agency has a formal, structured and vigorously managed records management 
program in place that has met past records management requirements, its roots can be found in 
traditional paper-based records management, maintenance and access. The agency’s inconsistencies 
in how electronic content is stored, maintained and assessed have started to have an impact on critical 
processes related to electronic records management. 

To implement effective changes to content management practices within the agency, corrective actions 
must be addressed enterprise-wide. An enterprise approach will allow for integration with the agency's 
lines of business and replace current piecemeal or ad hoc approaches. To accomplish this, the agency 
is implementing a system for the effective management of its information assets that will include a 
governance structure for content management as well as selection of enterprise tools, and the 
formulation of new policies for content management responsibilities and processes. 
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The agency has taken the following corrective actions to address this weakness: 

•	 Established a new QIC Electronic Content Subcommittee 

•	 Developed a charter for the subcommittee 

•	 Established two enterprise-wide workgroups under the subcommittee 

•	 Launched two pilot projects to evaluate tools for eDiscovery and the management of email records. 
The results of the pilot projects will be used to inform the subcommittee's decisions on future policy 
or tool implementation. 

The agency anticipates that all remaining corrective actions will be completed in FY 2013. 
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Significant Deficiencies 
EPA Improperly Closed Accounts When Cancelling Treasury Symbols 

During the FY 2010 Financial Statement Audit, OIG stated that the EPA did not properly close the Fund 
Balance with Treasury when cancelling treasury symbols on September 30, 2010. Treasury Financial 
Manual Bulletin No. 2009-04 states that agencies must cancel any remaining balances (whether 
obligated or unobligated) in the account being cancelled. The agency has taken a number of steps to 
ensure appropriate funds have been returned to Treasury. 

In FY 2011, the agency: 

•	 Conducted an analysis to determine whether funds needed to be returned to Treasury; 

•	 Made the appropriate adjusting entry to treasury symbol; 

•	 Reviewed procedures to ensure processes for reconciliations are in place to prevent future issues; 

•	 Provided guidance to ensure balances are properly reported; and 

•	 Evaluated procedures and revised them to ensure timely review of the balances in cancelling 
treasury symbols. 

The agency is utilizing monitoring report information to ensure no variances exist for treasury symbols 
that will be cancelled at year-end. All corrective actions for this significant deficiency have been 
completed. 

Improvement Needed in Billing Costs and Reconciling Unearned Revenue for Superfund State 
Contract Costs 

During the FY 2009 financial statement audit, the OIG identified the failure of the EPA to properly 
review the calculations used to reconcile unearned revenue for SSC. costs as a material weakness. To 
remedy the material weakness, the agency improved accountability for the SSC contract requirements 
and site status information by researching transactions in older funds to determine validity; 
strengthening the review/verification process for reconciling Superfund site cost; and ensuring data and 
calculations used are consistent and properly supported. In FY 2010, based on the corrective actions 
taken, the issue was downgraded to a significant deficiency. 

In FY 2011, the agency continued to provide instructions to the regions for careful review of the “closed” 
sites and the steps necessary to complete the closure activity. Extra measures and verifications were 
taken to ensure data entered on the spreadsheets was correctly transferred into the financial system. 
For instance, the review of the SSC spreadsheets was added to the regional review of internal controls 
over financial activities. This year, the process included ensuring that the spreadsheets were complete 
for all sites, that contract values and percentages were updated, and that credits were not only included 
but were for the correct amounts. 

As part of the quarterly SSC accrual process, the agency will continue to send requests to the regions 
emphasizing the need to review all sites they have listed as ‘closed’ to make sure they are taking care 
of all actions. This included, but was not limited to, billing a particular state for its share of the costs, 
adjusting the contract values and/or percentages and reclassifying appropriated disbursements where 
applicable. The agency has included language in its quarterly call for regional input into the 
spreadsheets. This will help the regions ensure all billings are done timely. 
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The agency will continue to review the SSC process as part of its review of internal controls over 
financial activities. The agency anticipates that all corrective actions for this significant deficiency will be 
completed in FY 2012. 

Assess Collectability of Federal Receivables and Record Any Needed Allowances for Doubtful 
Accounts 

During the FY 2010 financial statement audit, OIG stated that the agency should assess federal 
receivables collectability and record any needed allowances for doubtful accounts. Historically, the EPA 
has not established allowances for delinquent federal debts because it considered all federal debts to 
be collectible. To remedy this significant deficiency, the agency reviewed its open federal debts to 
ensure accurate status, established new procedures to timely bill federal agencies; and issued a new 
policy to address delinquent federal receivables, Resource Management Directives System, 2540-12-
P1, Intragovernmental Business Rules – Delinquent Federal Accounts Receivable. 

The agency anticipates that all corrective actions for this significant deficiency will be complete in FY 
2012. 

Improvements Needed in Controls for Headquarters Personal Property 

During the FY 2010 financial statement audit, OIG identified improvements needed in the controls for 
the EPA headquarters. The agency acknowledged several significant challenges with tracking personal 
property in the headquarters accountable area. To remedy this significant deficiency, the agency is 
developing training for all managers, revising the current policy and procedures manual, and 
establishing standard operating procedures. Additionally, the agency is conducting a “wall to wall” 
inventory of headquarters personal property and will share the results with stakeholders, as 
appropriate. 

The agency anticipates that all corrective actions for this significant deficiency will be completed in FY 
2012. 

EPA Double Counted Contractor Held-Property 

During the FY 2011 Financial Statement Audit, OIG stated that the EPA double counted contractor-held 
property in its financial system because it did not remove from its financial system property that had 
been transferred to contractors. To remedy this issue, the agency will review current policies and 
procedures and revise them as needed to ensure it addresses responsibilities for removing from its 
financial system property which is transferred to contractors. Current procedures are in place to inform 
Contracting Officers, project managers, contractors and agency property personnel on how to handle 
property transfers to contractors. While the appropriate agency guidance exists in the Contract 
Management Manual and the Property Policy and Procedures Manual, agency and contractor 
compliance remains a challenge. Additionally, frequent turnover of positions necessitates an increase in 
both training and cross training of COs and Agency Property Managers. Agency property management 
duties are collateral duties that, in some cases, are rotated among program level staff. 

The agency is committed to developing a training program for all parties associated with the contract 
property process during FY 2012. As part of an on-going review and improvement program, the agency 
will continue to provide periodic training information to COs on the importance of ensuring that all 
contracts having contract property clauses are identified as such in EAS. Additional guidance and 
training is being developed to improve communications and eliminate this issue. In addition, the 
agency’s Contractor Property Coordinator sent an informational memo regarding potential double 
counting issues to APMs on October 13, 2011. 

In FY 2011, the agency has taken the following actions to address the issue: 
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•	 The CPC provided training to CO at the annual training conference and attended three APM 
monthly teleconferences to address the issues and answer questions. 

•	 The agency implemented a quarterly assessment and management certification program on 
property management and reporting. This program will aid in the improvement of the agency’s 
compliance with federal and agency property policies, improve data accuracy through verification 
and validation and ensure the effectiveness of management and oversight systems that support 
government property tracking and reporting systems. 

•	 Operating Division Directors and Regional Acquisition Managers are provided with quarterly reports 
from EAS and Federal Procurement Data System-Next Generation on contracts under their purview 
that have government property and/or government property clauses. Each ODD and RAM is 
required to: 1) review the information for accuracy and completeness, 2) make any necessary 
corrections and 3) validate that all necessary information has been provided or note when it will be 
provided to the CPC. Using the data from both EAS and FPDS-NG, the agency has the reporting 
capability to identify contracts containing CHP and/or the government property clauses, as well as a 
management tool to verify that COs are forwarding contracts containing CHP to the CPC in 
compliance with Contracts Management Manual 42.5. These two reports provide an independent 
process methodology for identifying and verifying the universe of the EPA’s contracts containing 
CHP. 

•	 The agency has also created a new position for data quality as part of its Strategic Acquisition 
Human Capital Plan and found new avenues to electronically collect information on Government 
property from contracts. 

The agency has already taken steps to remedy the issues surrounding data collection and maintenance 
for government property. A more comprehensive and accurate list of contractors having contracts and 
agency contract property clauses has been compiled and is being used to validate the FY 2011 annual 
reporting. The list contains 396 contracts: 1) 69 had reportable contract property greater than or equal 
to $25,000, 2) 191 had no property, and 3) 136 had property but no property at the $25,000 level. A 
review is underway to identify any duplicative recording and ensure corrective action where necessary. 

The agency anticipates that corrective actions for this significant deficiency will be completed in 
FY 2012. 

Federal Reimbursable Costs Not Billed Timely 

During the FY 2011 Financial Statement Audit, OIG stated that the EPA did not timely bill other federal 
agencies for reimbursable costs. The agency works diligently to research, resolve, and bill outstanding 
reimbursable costs and will continue to research and resolve unbilled costs particularly before the 
funding period is cancelled. The agency reviews and bills all active funds in Interagency Agreements on 
a quarterly basis. Expenditure reports for unique budget organizations are reviewed by previously billed 
amount prior to creating a bill for new costs. In addition, the agency will research methods to allocate 
costs if they cannot be identified to an agreement and research their collectability once identified to an 
IA.  

The agency currently processes expense reports under individual reimbursable agreements. These 
reports are maintained in the agreement file along with a log of bills, the dates the bills were issued and 
the remaining balance on the agreement. The agency will continue to maintain these records either 
manually in the agreement files or within Compass. 

The agency anticipates that corrective actions for this significant deficiency will be completed in 
FY 2012. 
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EPA Is Withholding Payments Related to BP Deepwater Horizon Oil Spill Cleanup 

During the FY 2011 Financial Statement Audit, OIG stated that the EPA withheld payments related to 
BP Deepwater Horizon Oil Spill. To remedy this issue, the agency will process the payments to the 
contractors as soon as adequate funds are available. The EPA will include the interest on all payments 
over 30 days in accordance with the Prompt Payment Act. 

The agency anticipates that corrective actions for this significant deficiency will be complete in  
FY 2012. 

EPA Recognized Earned Revenue in Excess of Expenditures 

During the FY 2011 Financial Statement Audit, OIG stated that the EPA recorded earned revenue 
without recognizing corresponding expenses. To remedy this issue, the accounting model will be 
reviewed and verified. The EPA will ensure that exchange revenue is only recognized at the time goods 
or services are provided. 

The agency anticipates that corrective actions for this significant deficiency will be completed in FY 
2012. 

Accounts Receivable Detail Not Provided Timely By Regions 

During the FY 2011 Financial Statement Audit, OIG stated that the EPA did not provide timely accounts 
receivable supporting documentation to be promptly recorded in the financial system. To remedy this 
issue, the agency will continue to work with the regions and Cincinnati Finance Center and outline 
additional actions to be taken in the implementation of the EPA’s newly updated RMDS policy, including 
the requirement to forward legal documentation within five business days and designate regional 
contacts so that receivables are recorded timely. This effort requires the coordination of headquarters 
enforcement offices, DOJ, the Environmental Appeals Board and the Office of Administrative Law 
Judges in addition to the regional offices to work with CFC to create accounts receivable in a timely 
manner. 

Over the course of the last year, the agency has taken the following steps to address this issue. First, 
the agency worked closely with other internal offices to revise the RMDS policy governing non-
Superfund penalties. Second, by memorandum dated October 4, 2011, signed by the Office of 
Enforcement Compliance and Assurance’s former Principal Deputy Assistant Administrator Catherine 
McCabe and OCFO’s Deputy Chief Financial Officer Maryann Froehlich, OECA and OCFO advised the 
Regional Administrators, Deputy Regional Administrators and Senior Enforcement Managers of the 
new procedures issued by OCFO requiring the notification to CFC when penalty accounts receivable 
are created. Third, as required under Procedure 3, OECA issued internal procedures for EPA 
headquarters-originated administrative enforcement cases. 

In addition, the agency will be presenting a webinar for the regions and headquarters staff to explain 
the revised RMDS policy, how to coordinate on a timely and consistent basis and the performance 
measure that requires notification within five days of the effective date of a final administrative order 
assessing civil penalties and Superfund penalty actions. 

With regard to Superfund-related enforcement accounts receivable, the agency is developing a training 
course, to be delivered to all regions, on how to effectively manage Superfund accounts receivable. 
The training will include a section that emphasizes the need for regional offices to forward executed 
copies of settlement agreements and other legal documents establishing amounts due within five 
business days as provided in RMDS 2550D-14-T1, Superfund Accounts Receivable and Billings. 
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Finally, the agency is working to develop a performance measure for notifying and providing 
documentation regarding penalty and other enforcement-related accounts receivable within five 
business days. The agency financial manager has committed to provide quarterly reports to agency 
enforcement senior managers in headquarters and the regions assessing the extent to which the 
regions and headquarters are meeting this performance metric. Throughout FY 2012, the agency will 
be working with its regional enforcement managers, financial managers and DOJ to ensure that 
enforcement-related accounts receivable are created in a timely manner. 

The agency anticipates that corrective actions for this significant deficiency will be completed in 
FY 2012. 
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Summary of Financial Statement Audit 
Audit Opinion Audit Opinion: Unqualified 
Restatement No 

Material Weaknesses 
Beginning 
Balance New Resolved Consolidated 

Ending 
Balance 

Total Material Weaknesses 0 0 0 0 0 

Summary of Management Assurance 

Effectiveness of Internal Control Over Financial Reporting (FMFIA § 2) (A-123 Appendix A) 
Statement of Assurance Unqualified 

Material Weaknesses 
Beginning 
Balance New Resolved Consolidated Reassessed 

Ending 
Balance 

Total Material Weaknesses 0 0 0 0 0 

Effectiveness of Internal Control Over Operations (FMFIA § 2) 
Statement of Assurance Unqualified 

Material Weaknesses 
Beginning 
Balance New Resolved Consolidated Reassessed 

Ending 
Balance 

Total Material Weaknesses 0 0 0 0 0 0 

Conformance With Financial Management System Requirements (FMFIA § 4) 
Statement of Assurance Systems Conform to Financial Management System Requirements 

Non-Conformances 
Beginning 
Balance New Resolved Consolidated Reassessed 

Ending 
Balance 

Total Non-Conformances 0 0 0 0 0 0 

Compliance With FFMIA 
Agency Auditor 

Overall Substantial Compliance YES YES 
1. System Requirement YES 
2. Accounting Standards YES 
3. USSGL at Transaction Level YES 

NOTE: See “EPA Holds Itself Accountable” in Section I of this report for additional information on FMFIA 2, FMFIA 4 
and FFMIA presented in the summary graphs above.” 
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2011 KEY MANAGEMENT CHALLENGES 


The EPA’s Top Major Management Challenges 
As Identified and Reported by the Office of Inspector General 

FY 
2009 

FY 
2010 

FY 
2011 

Link to 
Agency 

Strategic 
Goal 

The Need for a National Environmental Policy: Environmental quality depends on 
policies related to farming, energy, water, transportation and federal land management. 
A national environmental policy would help the EPA and other federal agencies go 
beyond existing, fragmented coordination efforts to set national environmental goals 
and set regulatory standards, particularly for problems that cross state or national 
borders or pose risks to future generations. 

• • 
Cross-Goal 

Water and Wastewater Infrastructure: Many drinking water and wastewater systems 
across the country are unable to maintain compliance with federal water standards due 
to needed repairs and new constructions. Over the next 20 years, the EPA estimates 
that approximately $633 billion will be needed to pay for water and wastewater 
infrastructure. The EPA needs to lead in developing a coherent Federal strategy with 
states and local governments to assess and organize resources to meet water and 
wastewater infrastructure needs. 

• • 
Goal 2 

Oversight of Delegations to States: Due to differences between state and federal 
policies, interpretation, strategies and priorities. The EPA needs to more consistently 
and effectively oversee its delegation of programs to the states assuring that delegated 
programs are achieving their intended goals. 

• • • 
Cross-Goal 

Safe Reuse of Contaminated Sites: The common practice of not removing all 
sources of contamination from hazardous sites is inhibited by a regulatory structure 
that places key responsibilities for monitoring and enforcing the long-term safety of 
contaminated sites on non-EPA parties that may lack necessary resources, 
information, and skill; changes in site risks as site conditions change over time; and 
existing weaknesses in the EPA’s oversight of the long-term safety of sites as well 
funding deficiencies. 

• • • 
Goal 3 

Limited Capability to Respond to Cyber Security Attacks: The EPA is highly 
vulnerable existing external network threats, despite reports from security experts that 
Advanced Persistent Threats, designed to steal or modify information without detection 
are becoming more prevalent throughout the government. Currently, the EPA has 
reported that over 5,000 servers and user workstations may have been compromised 
from recent cyber security attacks along with national security and confidential 
business and personal data. (Previous years reported under Homeland Security) 

• • • 
Cross Goal 

Reducing Domestic Greenhouse Gas:  In response to a Supreme Court ruling in 
April 2007, the EPA issued an endangerment finding that current and projected 
atmospheric concentrations of six GHGs threaten the public health and welfare of 
current and future generations. However, the EPA must take significant actions to 
address the adverse impacts of these air pollutants. 

• 
Goal 1 

EPA’s Framework for Assessing and Managing Chemical Risks: The EPA’s 
effectiveness in assessing and managing chemical risks is limited by its authority to 
regulate chemicals under the Toxic Substances Control Act. Chemicals manufactured 
before 1976 were not required to develop and produce data on toxicity and exposure, 
which are needed to properly and fully assess potential risks. 

• • Goal 4 
Goal 5 

Key Management Challenges 
The Reports Consolidation Act of 2000 requires OIG to identify, briefly assess and report annually the 
most serious management and performance challenges facing the agency. In FY 2011, OIG identified 
five areas it considers the EPA’s most pressing management challenges. The EPA has made progress 
in addressing the issues OIG identified and will continue to work diligently in assessing and resolving 
vulnerabilities before they become serious management issues. The following pages provide the entire 
OIG’s Management Challenges report along with the EPA’s response to each challenge. 
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UNII'ED STATES ENVIRONMEN AL PROTECTION AGENCY 

WASHINGTON, D.C. 20 60 

dUN 29 2DI1 

~ SP£CTOR AAL. 

MEMORANDUM 

.. ,vB-JEeT: EP A '~ Fiscal Year 20] [ MHIJJ6.geme:n:t ChalleJl,ges 

TO! Lisa P. Jackson 
Admin] trator 

We axe pleased to pwvide you ·with. Ii list of areaS th Office r lrIs~to; General consjders as 
key management challenges confronting the U .. EnvirollHlental t'rotec ' n Agency (EPA. The 
f~'iage of the GPRA (Govemmcnt P,crformance and Result Act) Modernization Act of 20 1 0 
provides a new govemment~",,;d definition ohnajor management hallenge . According to the 
Act, major m cnagement challengemea:ns pr-cgrams or IliJlna.Elcment functions, within or cross 
agencie • that ba , gt,eater vulnerabi lity 0 waste, fraud. abuse, and mismallagement where a 
failure to perfolm W II could eriously a,ffect the abi hty of an agc:nc or the fl"detail govemmen 
to acbi.e e it mis.si.on r goals. 

Ih ' ReporlS Consolidation Act of 2000 requires our office to f1;"Port what .. e (;onsid or as th 
most s\:nous management and perfo.rmance c'baUenges facin tb Agency. G]ven this 
rcquirollle>1l1, om Ii t include , management challenges and signifiCBIll performance i ue fa ing 
EPA. We used s, flit, e aluatio • ,and investigative wmk, as w n as additional analy is of Agile 
operations, to identify chaJ~enges and we.aknessl~s. Addiliomti chaUenge and we be e may 
e ist in areas that we hay not yet reviewed., :md other signiJicant fmdrings cou d l'esuk fi:'om 
additional work. We provided delailed summaries of each chaUcng in. lile attachment. 

Management Challenges Page 

Keed for Greate<r Coor,dinatiolll1 of EnvirQ:nmfnual Effons 1 

Orversight 'of IDelegations 1:0 States 4 

Safe Reuse of Contaminated Sites 7 

Limited Capability to Respond' to Cyber Security Attac'Tils 1.2 

EPA"s framewo:rk tor Assttssing and Managing Citemfcal Risks 15, 
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his. ear we deleted tvi.'O managemetlit chaUe ges (Water and ~ 7astel,vater Infrastructure .md 
~educing Domestic Gr-eenhouse Gas Emissions) bec@U5ewe mo-ved relevant excelll1s to the 

dlaiJenge on the need for greater coordination 01'1 environmental effurts-

V e welcome the opportunity to discuss our list of cballenges and any comment~ yonrnight have_ 

t ~f.~ Arthur A. Elkins.. J r. 

Attachment 


 154
 



for Greater Coordination O'f Environmental E.fforts 

Congre s passed. the National Environmental Polie Act · £PA) and created tlte U. 
Emtironmmtal Proh.~ti.ol'l Agenc. (EP ) in 1970 to carry Otlt national '11 irorunental policy. 
BefoTe EPA's t.."TC3tion. more than a dozen federal agencies. bad en Irorunc:nlal r\:.Sponsibllities, 
resulting in the la of an organized. con erted focus to addr-ess pollution and d 'grad! Lion, 
Reo-rganizatioJ] Plan 0 • .3 of 19 0 reated EPA and Iran ferred to it programs housed in 1- units 
of· raI. existing fed :raJ. de< wtments and independent agellcl es. Creating EPA :;ervcd as th 
first st p to addlrcss national en'Viromnental policy by consolidatin r separ-ai. fed rat frorts. 
Despite efforts to consolidate federo environmental programs. EPA's 2006-20l] trat.egic p. an 
:noted that 25 other fooeral departments alld agencies candLlct environmental cd ' ties, 

In JUDe 20] 0> we ported 'Iha P does not oullin 81 lliItiOnaJ lmteg et nati naJ prioritie: 
and goals, or unify aU takeholder effi lis. I In additiolJ! EPA faces · halIeoges rela.ted to 
interagency coordination ince P lacks complet 31nhority or control over many activities that 
affect Ih condition of OUI 1l<1ti n 'en ironment, Hen as land. use and transportation plruming. 
Environmental quality d 'pcnds un policies reI ted to fanning, energy. wat.er. transportation, and 
federal and management. bl1t n jth r Congr ss nor the Exeuti e Brunch ha'ii fully en' ed in 
bannoniz.i.ng these issues. 

Funding and bu get data ilIustrat tl:te d gree to whl bother .agencie have a role in. protecting 
the en if nrnel'lt. For example, nearly 20 percent ($147 billion of the total fuuding of 

787 billion nele tile Am rican Recovery and Rein estment A t of 200 (ARRA has gon tu 
federal agenci other than EPA that have em'ir nmental mandates in areas ucb as Imergy 
usage, air quality climate cha:n~r. wattr quality. oli and hw.a:rdous wast . materials 
management or land COIl!S~Ivation. BudtlCl data aI . identi fy potential areas 0 f duplication and 
the need to c:()ordillaie more sffi i nU. CrOSS-, gene efforts to achieve envirorunentalgoals. 
Testimony 'n 1995 b the Comptmll r Gel1ta1noted that "The lack fan integrat d approach to 
govemm.eolleads to redundancy and 'I'o'Bste. Government C8D make huge efforts to pmvid 
s!;rvici:s to the public, yet till fall f<ll' hert of its intentions lx:cause of faulty coordination of its 
efforts . "'ithin and aero agency lines." 

Th (oJ1owmg examples of past management challenges identified by our office and the 
Go,, · rom nl Accountability Office (GAO.) i Ilustml how EPA cannot ftill a dres the goals of 
NEP A due to indfecti e. segregatedoooniirl3tion .efforts. 

Wate-ralld\y'a f . liter lnfrastructuTe According to some tudje" local communities 
illn ed to - pend up to $400 bilJion 0 r lliilc next 20 years to maintain and impro,,>e 

clean water infrastructure.2 EPA's Clean 'I ate-rand Drinking Water tru Re oJving 
Funds re eive bout · 1.4 billion in federal capitalization gran in FY 2009.J Congress 
added 6 billion to these funds through ill ARRA. The U. . Departmen of Housing 
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and Urban Development and -gricml:nre also provided grant and loon assistance for 
4 \wtcr and wa ,ev,'atet' infrastructure 0 a'b ul $2 billion ill IT 006 and JCOci cd fnding 

Lhrough Ih ARRA. These progmm. are small it relation to th fu:nding gap and are n t 
part of a oompreilen . e investment trategy to address water infraslru :ture need . The 
£ deral go\' 'mment does not have a national approach to brid -nth \: atcr and 
wast 'water infrastructure gap. ince EPA is primaril. responsible for admirust·ering the 
Cicatl Water Act and are D inking Water Ac it should Lake the 1 ad in organizing a 
ooherent federal trategy within th " limits orills statutor~ authorities and Ie ponsibilitie-s. 
A compre ensive approach to bridging the water and waste a: er loft true ll'l\e gap 
would • sternaricall)' asse-ss theinvestmem uirernellrt • alert the pl.tblic and Congress of 
unfllnded liabili ies and risks and work with other fc::dr:ralagende ta.te and I cal 
go-emmcnts to· rganize re urce to me t needs. 

GreeQlJous.e Gases (GHG )I-ln 0 tob r 2009, til GAOrecommellded de lopiog a 
national stmtegy for climate chang .s lrL October 20]1 tb White House in~eragency task 
force on climate cnJmge adaptation is!>"lIed a fin report tit t noted "significant gaps in the 

. . go remmcn S approach to climate change adaptation and building re ilie ~:,ti 
Among ute gaps the report noted were a willed strategi ",i ion d Ii> roach~ 
coordinated efforts across stat , local, and lcdcral tin "; and ,coherent r e-arch pmgrams 
to , se regi nail etfects.ln January 20ll. EPA .initiated th - .p _ Climate Change 

daptati n PhuUlin: Work GIDllp to de Jopand implement a limatc change adaptation 
pI an 11 r EP A. EPA r lies on multiagency resenreh 8 rganizations for the infonnatioll and 
tools to help address GHGs.9 and to cceJera~e the devel pmem 'of new and . .advanced 

1o G 10 reduction tecbmlogies. Consequeml., EP has Um'ted control over wbc contcnt, 
conduct. and timing of thi s research. The FY 2012 P esident's B\ldget shQV\!S that EPA is 
one of 13 departmen and ag~cics that contribute re earth to .S. Global Clumge 
Rese h Program I I to imllrov tmderstanding of th ienc:e of climate change and it .. 

 u . , 1kp1l1tmE::111 of AgrkuLtlJ~ Rural Deve1 pm 01, \ :Her and f:nvironmenm! Pro.!!r.uns. Annuai /;,Mry Reprffl 
FY 1006, P ge 6. 
GI\D, 'IimaJe lIagge A aDplariOll: &ra/cg/{; Fed rill pI tlPf/llg CouJ.d Help Gm.·ernmf!11l Officials MuktJ Mor 

n/ornll!d ~'tisJoJu, GAO·l~1 ] 3. octoblrr 20M. 
 White Houst': COUIKil on E.Dvmmmetual Qual!!y. Pmgress Rq()f't Q the Interagency Ctimale Chmrgu AdaprtJ1/o" 
as Fora'; RJ.-commended A.ctfofl,f 1/1 Support' of a 'atiMo} Climate Changl! Ad 'P,atl(l1l Srrt)J gr. Oc:tobc ... 5, 20 I O. 

. ~PA, rnJ[)rnndLiID from Loulse Wise, EPA t.t[llg A Q(iatc: Admin;Stlillm fo ... Pol[q-, Lu~bJlsftm 111 v/Cr(}$­
PA Cffmat6 Chang Adaptilll n PlUlUlillg WorlrGr.aup & Calilor ~ or Group fonher l I)lf/i/Jl11iam, JlIJ]i£I1ry' 13. 
011 . 

 EPA ~Iir:s on Ihe U •• Global Change Res~mb Program lind tb~ Climate Cbilllgi: Te(hllology Program to 
nderstWid better Ih etlcc\ and risks of d imatCl hange nd to de-..·elop lIew tecbnologios to rcdooc: GHG mlis ions. 
PA mfonntlti 011 clim<ltc ch.an~ re¢ WI)' initi tive poli iest IID!l 1I1;t~, iTllilllding EP ' Perfotfililfl · ~ und 
ccDIOfIlabmry &'pvrljot F. al Yem' ]009 No~ber 16, 2.009. 

 r A OlG, £P A Needs a COlllpnheR5tf'e RL-s 'arc!) Plim and Policies 10 l4fi1l irs Enr{!rging CJinrul' Clumge &Ie, 
eport No. O!f.P-0089, 'Februa;ry 2.. 2:009~ Pidl-c, Roger A., Jr. "Sele:ruillC lnform~tio1l1Uld Global CbWlgoc 

olicyrnakm ," limate CJumge: 2S: 31.s-:L 9. 1994 • 
 0 C J;Iim video lIKhive ,EPA dminimmr:; Address 10 me Ilona] Pre:!;S Chili on I.h" A 'CIIC 's Ke Priorities, 

arw;b It 2010, at 00.:24:04 rmd 00:25 :48. 
1 U .S. GI~bal Ch 1Ig/1! Re.~Qarch Pro~ website. ParticipatIng Dcpartml:Yl t)nd genci/!3 
t '0 r 
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potential impacts, ll EIP A recognizes, that it needs creati"'ity and innovation. :mIODg tJ~b'f 
Ihlngs from all sta.keh lder to meet OHG chan ngBS Il and that is beyond EPA direct 
COntroJ,H 

Water Eco 4~m - Ch il a _e Bay - EPA particirpa1es iiI] intcrrn em;}' " {JOft . to sol 1: 

complex en ironmental challenge in Earge coastal freshwater and marine ecosys~em . I S 

A joint 2006 report by uc office and the: U.S. Department of Agriculture DIG on the 
Chesapeake BaYlloted that wW1e local anninga. .. sodations support clem-up ¢fforts, 
they 0PP05e granting EPA authority 10 control nonpoint source pollution ~ten ng the 
watershed. This cTeales an opportunity fur the , ,Department of Agric.ulture to as ist 
EPA in working with 10cal fall1ling communities sUlIOimding the Bay. 

U Me\lioo Border Wafer PrllgiTam -In MlHiCh 2011. GAO is ued its fir t WlIlwl report 
to rODig£/! iden ., fYhlg federal programs~ iii' Dei ' offi , and initiatics, within 
Ii partments 0 govemrnellt-.... ide that ha\'C simi]a!I" or overlapping goal or activities, I 
The report described how fragmented federal d10lts to meet water n~>dsin the U. .-

e leo lxlrder region have resulted in aJiI adminisuati.ve burden, r·edundWl . activities. atld 
an overllli inefficient use of resources. GAO timnd that seven federal agenc ' es, including 
EPA, thai. ali aclh' in the border [' gi.oll obLi,g.a~ at Ie l $1.4 billion from FYs :WOO 
iliJ ugh 2008 to fund num 'coIlS projects mille region, ut their efforts are ineffecllv'e 

ecause they have not compreheIlSi.'IIeiy assc cd th n ds of the region. G 0 uggested 
that Coogre s require federal agencies develop a task force in partner: hlp with. state and 
ItJoCai officiaJ:s to leverage ,collective re,sources ami. ·e;slahlish camp tible and coordinated 
polices C~ !is rel ",ant a,gencies. 

These complex environmental issues show bow . P _ needs to continuaHy work to improve 
extemru coordinatioD ¥litb cd:ml agen.cies and other with wbi(:;h it shares c[Ji'\tironmmfru 
protection :~espoDsibi1itic , Howe · ,e:\". as noted \11 the Environmental Law ReporuT, • Int ragenc ' 
cOOrdiIJatioD cODceI'Din,g the ,en iI'· nment i uneven at best.. ·. 17 The implementation of a national 
tOvirorunClltal policy could reduce or eliminate federal a (lnci~.s durp]ic:ati n, 0 ·ed p, or 
ftagm.tOllation. and belp agencies more effi.ciefldy mull effectivel)' addres en iron me ·00 
problems, while pm 'ding the federa1 govcmmemwilh cost.savillg opportunities. Our re ean:h 

u U . . Global CI1;mJ!.e Rese3J'Cli Program ..... ebsite . .. bouProgram vervi,e, .. 

\TIl ' . lI.Iob!lltbQn~e, ~o' .. PboUI IJ\cnri ..... . 
11 c- pan2 'lidcD !m:hlves. Adminim:ltor' ddress to libe N3tiOlll~ Prt:$ lub on the A~c1$ k,ey priorities. 
Mardi 8. 20 I O. at 00:24:Q4 and. 00:25:48. 
I' DOE, U. ,Cl'imBIr Change TocbnolD:!! Program. istem mul FrtIlfnv(}Y/rjo'f' S/J'alegy and PJgrmin~, Report No, 
DOEIPI-OOOS. epu:mber 2Q06. 

We ev&lu!\tod Ei'I\'s lIttcmpt~ to resolve the dlv{rorunenUlI ch llenges in Ihr;sr;: W;LteT bodies in S/:l\'o:rill reports 
in ludmg: EPA No Ns 10 AcaJ/fNIte Adapticm of 111lf~,..lt:" j"llllri£m WaleI' Qua/it· S/llIIdGl"ds, R~ on No. ()iJ-E>-0223, 
Amrust26, W09·EPA ('t'do; Ii ohfMi" I'l"n'o CiIWll p the Grear LawArew OfCallCf'TfI, Repon o. 09~~ 
0231 , epotembr I • 2009; &lid 5B",cral rcporis on tho: Ch~e Ba)' that can be fOU]1ldi at 
htt : I ~ .... w.1:' \" i · r 'en "ll!, 
I ~ GAO, OP/XJrlu.1tllles r Re:cul;e Potential D.rplication In Gavl1TI11I1 rrt Pl'()gram~. !lin' Ta:r !)ollanf, and Enlrmrc6 

R,I!1feIfll GAO-~ 1-3 1 85P .. MIlICh 2011. 
17 Envuollmen.Ull Law Rep()IWf N£w:; & ARml)'!>1s. t'dal l$S;\Ic: Agenda for a U~1:Hoinable America, NatIonal 
G<I¥ernanc;e: -.:ill tumb~ owiitd lIStalnability. 39' En\l'tl, Rep. NeW'S &. A.n2l I)o"'Sis 1032 1 (April 2.0(0), 

3 
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bas found a push for developing national strategies related to variOIJ en ironrnentaI aspects, 
in ludil1g iovasi c speci.e, ust"ainable d . velopmen aiIld cnviromnental justice. 

Given the abs nce of nation I emir runental JXllic •• thi.'Te are: a number of tleaNerm correcti,,'c 
actions that EPA could lake t c al.esce ,"'arious ,environmental stakeh Id r efforts_ The EPA 
Admini traior ,could send a lett 1" to stakeholder groups asking for th ~it insight on areas a 
nationaJ environmental polie should address. e EP could Conn slUd groups to addre 
key concepts, topics. amlJor missions relevant/o a national environm nlal policy. The EPA 
Admini trator could ld a letteT to stakeholder organizati n encouraging participation in th· 
intc:ragen y group. Ns study groups could then meet regulad and d ... lop posili n p per 
on th :it respective topics. Position pap~rs could identiJY shared goals_ 0 erlappingtduplicati e 
programs stta'egi l attain goals and measure to asse s p.ropess_ CurnenU y EPA has ad ho 
intcragellC 'workgroups - such as that bctweenEP and tbe· U-. ,_ Departmcnts of Transportation 
and Housing and Urban Deve]opmcnt to creat a frame .. ork to fost r sustainablc communities -
but EPA] c.ks an overall coordinated ' 'trat.eg)' and goalth>at. integrate these efforts wHit other 
takeh lder activiti . . MQI\~mrcr, Congt'CSS sh uld rovide EPA and other fed rat agenc:ie the 

capacity to identify and manage: amrironmental problems of nationcl slgnifican . EPA should 
work wid! Congress and the Admini >tration to e amine v.ray ·0 leverage rcsoUn:c:s ,expended to 
vmous, insular envirownelltal protection {forts. 

<Oversight of Delegations to States 

EPA's oversight of s ate programs i. a key management challcng . GAO and our office have 
reported that EPA has made some rogress in this ~ hm," ·vcr. the effectivene 'of Agenc~ 
,ov·ersight bas a number of limitations. 

To accompJlish its mission LO protect hillman health and the en ironment, lA dev lops 
regulations and ablis es programs !hal. implcmcIU :Il it nmental laws. Mru! ofth< federal 
statutes <."Stablish. federal and state re~atory programs in which states are g.iven the opportunity 
to enact and enforce uch laws, mooting minimum [cd. ral criteria, to achievclhc rc clatory 
objectives wmch Congre: has established. As such. EPA rna uthorize state local, OT lriba) 
governments to implement these la \: hen fuel' request aulborizadoll and EP deems the 
agency ~ Ie of operating the progrom consi tent v.~th federal standards. EPA relie heavil)' on 
au ized state and. tribal agencies, to obtain perfom1aI1C data and 10 implement compoli ane 
and enforcement programs. in its FY 2001 Peifonnance and Ac<:oun(ability Report, EPA stat d 
that it delegated the re~ponsibilit)' for is uing pet'mits and for monitoring and enfo~cing 
compliance to III states and trib s. 

EPA dot.: not abr' gate its oversight rcsponsibiHty when it has dele ated cnforc.eme:nt 
respollSibU~ty_ Federa1intenl is to cnsure nati naJ minimum lev: 1 environmental protection 
standards. In addition federal requirements establish cansislc:ncy for usinesses and within 
indl.lStrie nationwide. Stat -' ~'relion adds flex ibi.lity to addn:ss pecitic CirCUlTL~ and 
loc I issue , but joint implementation and enforcement 1 ads to spe ia1 challenges in 
int ·'PIdations, trategies, and prioriti . Th r fore. EP performs 0 c:rsight of tate, local and 
tribal programs to provide reasonable a5SlIfanCC thatthe ac:nie\'e national goal , 
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Impro .. ring BP A-BLat r lationshlp i a priority for EP A,I and EPA has begun to imprav its 
ovrs'igbt by iImpl.cmenting the tate Re\..-e\\' Framew k. 19 Jowever, GAO reported that while 
EPA has .made snbstantia] progm:; . s in improving priority J illg and ellforoelmmt planning with 
states, its oversight ne .ded further enhan ernenl. The frame ork is intended to pro ide a. 
c{)rn;istent approach for o>verseein,g programs and identirying weaknesses and areas for 
ooprOi\\lement, burt EPA has not impl~mf:nted it:in II consisten manner. For ,e ample. evah.mtlom; 
of the tate Revtel-yFramcwork sbow that EPA has Iimired abililo determine wbe1her staie 
are perl'omring approprial'c enforcement m a timely manner, and whether penalties are appUed to 
envhonmenttl violators in 8i fair and-consistent manner within and mno'ng tate . In response to 
tiles. fmdings EPA .mad CDmigCS to the lat Review Frame\ r and inilialioo a Clean \Vate'!' 
Act Ellfon::;emem Action Plan, wlrich EliIDong othe.r things i:s aimed at strengthening gel'lcy 
oversjgbt of state ",mer qualilY complian and enforocmen 

We have continued our "m k 011 this topic over the past year and our recent reports demollStrate 
that thl challenge persists. wo key factors I imitin r EP 's knowledge abont state PI' gram are 
0) dala limitations and (2) inadequate oversight of stitte ac ivilies, 

• Dnta Li'miJ£lliol1cs-Limirotians: ill the availability quality and robustness of program 
implem.entation oo.d eff~tivel1 ss data, and limited .gene)'ttSOllrCleS t 
i IIdependently 0 lain sucb data. prevent EPA from cmmrillg that 'the intent, of tile lin r 

j me '. Out" work this year found issues with l 0 federal d to. y terns: the Safe 
Drinking Water Information System andlho Resource Conse1"'\l'8.ti.on and Recovery 

.ct (ReM.) Inform:ation System (RCRAinfo). 

We folUld tbat EP'A could. nOlcura~el assess the risk of public water 
systems delirve;ring oontaminated drinking w tef from ,emergenc facilities 

ecause oflimitatins in afe Drinking Wi'll. r Information Sys1 m data 
management EPA and state officwl "''e interviev,red said th y ",,'Cre unaware 
of instances similar to the situation we report,ed 011 in I] linois. Ho"yt:ver they 
also stated that they urrentl)r 1m e no W<I}' to know "whethcr an emergen 
facilit. had been turned on without notice. There is no federal regulatory 
requirement for P'A or tatesto ov,ersee or monitor emergency facilities. As a 
r"CSu1l, [Jt:ither EPA Dor the Slates know the amount of risk that public "rater 
system customers may face from mi.suse of water from emergency facilities,:zo 

We ats found th !t the RCRA.Info data that track: haZiin10u waste boodler 
and lbe hipmenl md receipt of h~OUiS wasl.c contain ,errors and miss 
Source docwnentation. These c{)lld~tion."l c.a11 into question the q alily and 
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rellabil ity 'of data vrit:hin the RCRAInfo sYSlcm as wcU US any resuiting 
l' 1XIrting.11 

• Jna l!qlUlfe 0. r'"(ghl-Oversi gh ,of state ac ivitie5 re<jUiJ.iBS tbat EPA establish 
national baselines that tate progral'llsmlL'iI. meet,. and! monitOl' state progmms to 
determine whether th 'j meet redera1 standards. OIlT work identified the absence of 
n lion ,I basellile and a lack o,fmbust stat oveTIlighl ,.vith respect to the Clean Water 

uperfimd program. MId RCRA 

EP A,' authorizing memoranda .0 f agJ'Ccrmmt with staleS ai' critical. common 
denomin tors for state-authori7,ied pr-ograms and should J'iC]ltcscnt 3 common, 
national haseUne. e found 1hat EP A ,and states ha", outdated and 
in«lnsistel"ll state ag:reemets under tl e ati nal Polhrtarrt Discharge 
E!i:nllnati'oll S. stem. EPA beadquarter does not bold EPA regiolllal Or !o1ale 
offices ilC ountable for updating their mernonmda of agreement when 
I1ecc&58rY. Instead EPA roHes on an lnconsisreJilJ varlet. of Qtber panning IIIld. 
management mechanism to exercise control over state prograIll . WIthout 
cummt. written tlgJ,,"-'Cments with I authorlud tate, EP cannot 'e'nsure: 
Agen y mMlageIJlClil control and eff~t' ve ave sight over thi state­
administered nallonall program. n 

Long-term monit ·ng fthe ground water is necessary tonsure that 'the 
Superfund remedial ctioD renl;l!ins protective of human health 8IId me 
cnviironment Ho\ . e·· cr, oW"work found thart the State of Penl1syl vania did not 
colJcel ,cound w.ater sample from the Bruin LagoQn Superfund Site for 
6 years, from 2001 to 2007. BPA Region 3 m~ers to1d us they made a 
deliberate but U{ldocum.entcd decitiion to not use 0 exsigbt authority to require 
the state to <:..o!1dUc1 .wowd water sampling at the site. In JUifie 2 01, 
Penn ylvanla resumed samp1ing groWld water at th site. Tb Region s 2009 
Fi e- oar IWview. which in lllded lhes ['CSlltlS, indicalcd that the ' ite 
. rotective. onetbel ss, gaps in JOIlg,-tenn monituring may result in a f.ulur,e 

to detect <:QndirioflS lhat indlical,e lhal cleanup r,emed is DO proWiCti:D,g 
B hwnan bealth mld the enviroTIme[lt.:

RCRA requires EPA to provide oversight of sites ere <:leanup ,authority is 
deieg.'I1ediQ Intes. lnaddition, EPA's Public 1:0 oJvement PQlicy co.C'QllI1Ige8 
EPA staff and managers t.onsure that de isioD-making pro~esse are opel'! 
and ,accessible. '01.11' office :roceirved a I:{otlille complaint. from Citizen Actl'o 

0 · Mexico alleging that be New Mexico .Envirorun "nt D partmcnl 
mu;managcd th andia. atiol1al Laboratory's Mixed Waste LandfiU 

~I EP. om, EPA Cell/a Imp~'e R "RAJrIf" (J'ala Qumfty ami Systml D<WBIOP"IMI, Rep011 o. 11-E4)Mo. 
FebIUlll)' 7, 20n . 
2! EPA OJG, EPA Slrmfld RfW r: Oil/hied OF /I!CO i..wefll t:PA-StaJe M~morul1th oj Agre mtIT/, R p rtNo. I G-I"-
0224. SGpI~ll1b~ 1. _0 I (l. 
2l EP om, EPA Sfwuld Jmprm-e o.'el'$lght af Long-term Monitoring ClllJrnm L gQJm SIlP~d .'lite in 
P'BPfnsyl'llfmia. Report " o. 10-P..o217. Septemb r 8, 2010, 
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monitoring wells. We fQWld that Region 6'8 documentation of its 0 rsight 
was insufficient. Therefore, .. ve could not det nnill wb tber the all.egations 
had merit or whether New Me ico Environment Departm nt's actions and 
ded i ns "'eI'e technically sound.t4 

While EPA. has renewed its attention 011 the: ovcrsi ght of programs delegated to sates much 
work remains. The Agency n]ust address ]imJ:l.ations in fuc availability qualit and robustness 0 
program data. and limitatiO"!Is in implementation across ellviromncntal statullis to provid ' 
effectie 0 ersi,Wlt. Effect've 0 might f deJegadons to states a1so requir~ aq Qrgani711tionru 
stru lUre capable of maintaining clear lines of.accountabflity. Our ongoing, national re .. -i w of 
ilssu relat.ed to this management challenge focuses on bow EPA' organiza' onal structure may 
impede: ilSability 1.0 OVersee: state C1C'8ll Ai Act (CAA), Clean W Iter Act, and! ReRA 
truor,cemcnt programs. If EP A does n t adequately oversee states' authorized enfi rcel'nellt 
programs it cann t bold tates accolUltabl for meeting their' nforce-ment re pomibilhies. a 
r1isul.l EP'A would IIot b able to ensure Am.ericrulS that tat.es maintain a baseline leveJ of 
Illovirolilllclltil prolc:Ction. 

Safe Reuse of Contaminated Sites 

In the last docad EPA has inCJ.'iC'&-mg.t.· empbasized th reuse of contaminated or once­
contaminated prop rti . s. In its 2011 201 5 Stra.I!egic: Plan, EPA 8mLollIl ·cla shift in the 
defmition of succe at a u erfund site bom 'oonstruction COIuplet " of a site cleanup to when 
a site j" .read} for anticipated use.,.,2 Recently the ge,"cy id. ntified thousands of t."{Jntaminalcd 
sites that it e !Courage develope~rs and "anyolle itlterested" to use for building l1enewabl.e mlcrgy 
(e,g. INind solar. biomass facilides.1 EP has successfully turned some llCblaJ or per-ceived 
problem iites into propertie that :reinvigor ted communitie and c reated jobs, 21 Conlamioated 
propenies hae become table again as retail 'tores. pu lie recreatioQ areas housiing cOlllplc)(es, 
s-; orts stadiums. an commercial office space. 

Roo, cling and reusing ·oontamil'UI!ted property ;an pr-oduc measured C011O.nllC benefits pro ide 
environme.nta1 ellefrts that result from preserving undeveloped landis and improve (\uulity of 
life for communities. W'hi Ie EP 's recycle and !"CI.I.:S~ goals ami notabJc and may ba ·e mad 
positive contribution in difficult eco1lQrnic time..s, EPA oS du.ty is to ensUIC that cO.l1taminated ites 
are safe for bwnruls and the elMoomnenl EP · fao ignifjCaIlt Mel increasing ,challenges in this 
area. clue to: (1) the common pi :ctice of not removing aJ I sm.m;:es of contamination from 
harl.mdous sites· 2) a regulatory structure that place lite. re p nsibilities for [tlonitoring and 
enforciolT fu long-term safety of contmninatcd itc on non-EPA p.arties th~t nta)' lack necessary 
resouroes, infomlatiQn and skill' (3 chang s in risks as sit · cond,lUOIlS change \fer time· and 
(4) weaknessein EPA's (lvelSighl (lfthe JQn -t IDi safety o · sites. 

Many contaminated sites such as Superftlnd site must monitored '11 the long leml 
(i.e .. , 30 years or nmre . because known oollftaminauOIl is oftelllnot full. remo·ved o:r remediated; 

I . I nd~ll.hbnl . 
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and controls that prev nt prohib:ited acti ities at sites must be m il'ltained and enforced. N . "" 
cOfltrols I}I" rnonitorillg may be required if pn:\~ousl Wldelected or ne.. contami naots 'emerge,.2 
which can be a di.r«l l' lilt ohit cbanges brough about b euse, The lac o· effecfve long5 

tenn monitoring and en OrCCIlLCllt of reuse onlrols at ,c()lllamina:red sites can pose significant 
risks to human health and the environment. The New Y d Deparunent of 'n . il'onmentai 
Conservation releru;ed III report in March 2;009 listing hundreds of "old uperfund, Brownf'ields 
and ortber c)eomup cases that We:fl'l reopcnOO. to illV'6stigat • potC:lltial n~' threats from vapor 
in1nlsion.. Z9lmpro,,'emen1S m analytic tecaniqu .and know1edgainoo, frnm site: investi.gations 
bas increased Eli"""81'eDei S of soil vapor as a medium of concern and of tbe potential for human 
e pos-ure fr m the soil 'apor intrusjonpathwory:1C However. EPA M:s yet to firullizc guidance on 
ass.essing or addressing potential ri ks from "'apo'l' i:ntrusion and does IIDt estimat that:it \,,;ll do 
so until 2012. ] 

l1 EPA nas a krlo [edged cballenges to ·ensuring the laug-term safety of CQIltaminat.oo -ites. [n 
20Cr the Agency released a report 3th:lt examined a r:mge of long-t.enn st wardship issues } and 
chaHr:nge it fi ced, as weU as the r Ie of non-EPA parties (e.g.. stales tribes." and otber federal 
agen ie) in. ensuring 1 ng-te.rJD safety of contaminated ites. Efl A idel1tified fiv cate OD'S of 
challenge:: 1) understanding roles and res:ponsibirties' (2) implementing and nfurcing 
insIitutional controls; 3) implementing. enfo:rc'/'Ig and monitoring engineering conrtl'ob,35 

(4) estiimatlng long-term stcv.'ilId hip co :lSfliIItI obtaining fimding and re ources; and (5 managin 
and communicatinginfon:natio[l l,o pte Wlt breache f contl'J and ensllring co istetlt 
infDrmation in databases, Threpon made a nUIllber of recommendations that generaJly rely on 
partnerships and relationships 10 sha:re, communicate and exdlaJ],ge necessary bID rmatiOll on 
roles, responsibilities and cost!l8SS0ciat -d wilhlong-<1ienn stewardship re ponsobiJities. The I'eport 
em:ourag~d non-EPA parties to adhere: to legalpr;ovisiol'ls for im£lemel'l 'l'Ig institu 'onal c nil'ols. 
wb re applicable { .g. UoifoI1ll Eavm lim :ntal Co\!' nan Act),~6 

:t EP 8JYJwnfiel(b. Tedmfl'loFJ' Primer: apfN' .lnJl'IIsi(m IlImdeTmions/m- RcdlN iupm tII. 'EPA "42-R-OllOOl, 
Mardi200lt 
2t lew York ' tatG Ol:pa1ImtlIt 0 Enviwnmootal ConsC=l"VI!llon, StaJus of VllpOrIlll'rusj'CJhEt.,muaUo.rll at ug 
Si'/!5 roruary 11,2009; e "Oft Ii' Ilate Deparunen! of EnYiJonmental Conservation, Strutegy!QF E.WIillJllinfJ Soil 
VaprJr IIl1Tw";un RrmlJdM Silts in ~ew fi1f ' DER-l ~, October 18, 2006, 

Ne"' York State DCp.iIl1IIIClI! [} E:nvifDlIm~rol Consc=rvatio.rt, Strategy fw EmfltllIing 8(JI/ 'VQJMf' Inrr iOlt I 
He-medial S'irfM fnNI!!W York.. DE -13, Odllber 18 2006. 
l ] EPA om, Lad. of Flmu (JuU/(JPfU 1m apof' JIlIrUJiml .lmpeJieBE/!fH'I.\' to .AdtJn?~ IndtKJr Ai,. lWi.!'. Report o. 
I[)L.P-0042, Dccember 14, 2009. 
I! EP I..cmg-Tdm Sr'eltVlJJ'ashlp: MSlD'ing Gtrv/rQrrlfl/!tvolS.lJe Clewwp,r Remain PrrIlmin~ OW!,. Timt!'; Chull~'ngi!J 
~71tJ Opportfl1rilie.! rm:ing foP!! ',f CleallupPrOgl'aW/s, EP .sOO·R·05·00] , eptember .20CtS, 
]} P'A geocrnlly cltarocteriz.e long-Iem SU:WlIWhip 1!ctiviti~ ~ aClivitims thai I:i15UJol: ( 1} oog(ling tJf'Ol~t1 of 
hllllWtll b~alth and 'Ih~ 1m, .. ironnJlml., (2 the iotc!iilj' of remedial of eol'1'ecui'fectioos, 50 (bey canOOlll! to IIpcrme 
~rapetJy, and (3) ihe ability of people to foI:I!S~ sites. in a ~8tB !!nd PM!CctWC[[JIilIIliICr. 
• ]~inm.QlJall;l(lf\trol~ ~ ICfi1;'Ll Dr I!Idmirtistrnu\'c COIllrOlt. iJuetlded 10 minimize 1.lIe pfflSNri1!1 for humlln exposllJ1l to 

CO tamina . on 'by lirlliJjng IlIlld or T'e~lJrcc 1150. 10C'<!l (iVCffil'llcrtt is Dlkn the only entlt)' tI1ll It legal lit(lrity II} 
impicmr::nl cmain ~ ofill5burHonal cOD1ID1 (e.g.., :ron.ing restrimml,s). 
j~ Engjll.eerillg Wiltrols are the .e.ngi:nC'C~ ·pli.ffi.;al oorncrs or 5.'Intr'tut·l:.s de:figtled to monitor 8JId prIlvelll or limit 
OXPOSIllni tQ ~ contllmlnati(lll. 
J~ _lie ni form ' nvirClllillcntnI Qo,!''ell:mts Act confums the validity i)f elr ... irQl1im~nta l CO\'l:niLTI!~ (i.«:., insdtutionai 
coruroMand use am1rOls) by ellSuriog that IlIlld U5C! rc:strict:iun~ lIl.iLlldated environmental monitoring 
Nqu~enl$, and 8! wide ran 0 of Cmnm(lD m~naoring antrol! designed to onll I lhe potential. environmentlll 
risk Qfrn;idual ,oontamilULtlon will be rellecled in lalId reco~ds and effecti . e'ly ellfQrec'<l Q"~ tilRC- Currently, i[bOlill 
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In re nse t ,a GAO report. 01'1 institutional control EPA has also laken . orne ste to better 
manage Ihe implementation onnstitutiomil con'lrois at Superfund sit .31 However. man sites 
remmn 3s for whklil th implementation statllS of inmtu.tiollal ccllllIols 'is not available. 111. 20 1 0 
EP A oomplct d n inlemal evalw.nion to detenni ne 'whether the required and m:oes.sa:ry 
institutional oonltOls were in place at nationcl priority , uperfund sites. '1 EPA.' S Ie view disclosed 
!hal COl1l1'ols to plIote 1 h.uman health 'I ere nt' npl oe at a number 0 ites they r~viewed. EPA 
made r~olIlDl.Cnd8ti.ons to impro e the implementation 0 these l;(lntl'Qls to protect hllllJlall bt;mlth 
al sjt s where ti 'ks remained. In N ovembcr 2010. EPA also revised Agency guidance aDd sougfut 
public comment on its • interim finw guidance, , irzstitulionaJ Controls: A Guide to Plamring, 
JmpJemenllng, Matlflafning. and Enforcing lit IitUJ.iaJ1ol Control.s at Contaminated .ites. 1

(J 

Our work has identified a number , f additional challenges that EPA faces ill ensuriIlg dIccti ... ·c 
Jon,g.tt:rDl monilorirl(g or stcw.ard:sh:ip f contaminated ites. We ftnmd tllllt some stalcsWCr - nOl 
financially prepared to take over the.ir long-tenn monitoring and maintenance I1esponsibilities for 
Supc..'Ttund ctearnups.41 In 2010, Micbigan Department 0 Environmental Quality believed it 
would fUR out of money or its bazardous 'i aste cleanup program,4l We have reported 'on ate 
f!lilures to enfQ!1;e cleanup agreements 3 EPA s failure: to oUo uperfund site delen n 
guidance 44 and Five-Ye.;u R vi w pmc dares. 4 and EPA' s lac· of S) terns LO etermine whether 
a site cleanup is noncompliant 4ij 

. e fOWld that EPA relies on til s .1 f-e rtitIcation of a fund-part. eDvironmental pr fessi nal to 
de~ermi.ne whether statutorily required environmental du - dilig nec has b~ perfumed at. 
B wn6elds ites funded by EPA grants .. In :ill sampk CIlVlrolll11I!'IJtaI d I: dili genet 
investigations we reviewed, enrv:ironmental. pr'Ofessiona:l certifications t1 ,il d to meet federal 

47 requiremellts and. 1herefore flli]cd to assure that apr<Jper envtroll!mc.ntal in estigat10n Q curred.

one-half U .. ~tille!i have passed UnLfonn .Environmental Covenants ct,lb~ Uniform EnvironmCTItal 
c.o.'cfWi' ct was dlalled by the National Coilfsmlcc IIfCQmmi5Stone'rni 0 [1 Un form Stare l.aws in AbgUSl2003. 
'1 GAO. fia::ardo!Js WjWe Siles: Imprcv;;Q E;/frC:Jiw!nm:s of Crmtmi; ... at Sites CIJu.lrf Btl!" Prefect IJre Pl4hlfr:. G' O 
05-1163 JW!lWlrylS,lOO5, ee Iso 1 i 'W,", .Ol=i ..L2!pq(und.rolic, lc"m e. him. 
, . EPA ~ site. '''Poblis!,,;d InSlilUtionilil Contrtils., H 

, . ' 11 I . ~ I I' • NrUlJUlflll[R~Il(!d. AI,L RE ' [ , . Ie REPOIU SoH 1. 
,. EPA. l.urmmy Q Program Evaluations for FV 2010 A:l]iiusJ Pe.rful'milll· e Report," 
hn . ...... .... II lW I db 1m . U'TD.L,E lUi'!: FY I 0 II PR 001: 
I n F~dut11 R gis/e/', Ellvironmcrllsl Protecl!ion A~cru;.. , Gn[druu:c 00 Plili'intilg. Impleme ~ing. Maintaining;. TId 

0
En1l 
' 

rcittg 1nstitLlIJOllal COlllrOls t Ccnuamirued Si~," O'o·t!mbcr 30, 2019. 
EPA OlG, ~1fIj! Stales Cal1nD.1 Acldnss AaSll'.I'.!'/I\Il'11'1 f'(,'tIJ I1lid F(Jc~ 1.IIi'1ifl.ll It (Ir Mel#jlfg FutllJ't! Superfimd 

CletNlTlp &:qrijr m~l11j, Report 0, 004-P·00027, S!'!prcrnbcr I 2.004. 
The f)f!/rajl Nffi'V3, "Midi iSiIll I1t of Cub Clem Up Toxic iles." Mateb 4, 2'0 10. 

!.:l EPA GIG, illlpl'Ol'e:O co.mro/J W(mld Red!lC!! SlJperfimd fJa.cklogs, Report (i. 08:-]>·0'169, June 2. 2008, 
4.11 EPA OIG, EPA D /jj!JM If) Dele.te IJpe:rfwrd ires Shollid Umierga Q'uJirl'lj' ds~uran' R',wi • Report .0. 08-
P.J()23S, AU;1lS'l WI, 2008 . 
. ~ EPA OlG, EPA lias Impr~d FI'I' Year ReI-'Jew f'r()~ fur S/lpfrfond RemedieS', Bill FlirihE'rSl~ i esJcd 
Report N(). 200i-P''()0OO6. ~milief • 2006; EPA OIG £P A's Safoiy Di!clf!.Tt1lirlaiitm/ur Delane M~Ulls 
s.r.p.eifundSile Wa.j Ufl6l1ppm'led, Repon o. OO~P-0029, November 19.2"008. 

EPA om EPA Nwdi Ie) 1had: CvmpllUl'l« ,,'1111 ft:u.pe7l und Creanup Requiremlmis, Report '.0 . OS-P-C J 'I] , 
April2.!1, 2·008. 
41 EPA OIG, EPA Mu~t Jmpff!llu:m Comro/s ro EPfSTJ7e Proper llJl~tiKaliQJrS Are cmducted 01 BrvwnfichiJ Si/t3, 
~!!POrt Nil. 11 -1' .. 010 , fffiuary 14, 2011. 
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liP A at 0 CQndu{:ts no oversight of the TCCjlllr went tOo me t continuing obligations at 
Brownneldspropertiefunded by EPA. Continuing obligations incluclc )aIla use controls and 
institutional controls designed to pre ,eJlt UiPat:ceptable uses or a cOilImnina:tedi propenies. ~ 8 

-..; . calmes es 01' lapses in meeting enviooQmelltal, due ' i.ligCllOC or continllling 0 hli,g t:ions 
requireme ts can resul in tmdetected or undisclosed contamination III1d ilJappropr:iatl: 13Jld u e. 

Ow: anuncy 201 '0 report found 11 !W contamlMtian a1 11 d listed Superfund -ite in Dc1a.\1I'aCe 
\ljihere EP ., conducted informal and undocwmmted ,o,vcrsight of the .sit.e lieuse plans. g The 
cum:nt site ov.'ller' had Jlearly finalized plam; fOr reusing the sit far pub ic ,re reation but in u 
manner inconsistent with the site cteanup plan. EP'A had not ,kept current \vith the current 
OVl'ne:i'S ite reuse plans. In addi . on, EPA djd! not j ssue 11 Ready for Reus ~ (R£R) dctennination 
Iorthis site because it believed it "''as II t necessary. An RfR could pot ntiaUy address sum of 
the internal :baUenges to eM1!1ring <lie reuse of (;Ql'ltwninated sites. HQW~veT tb re is ItO 

reqttiremc:nllO complete RiR..'l, and Lbej ha e been treated as di cretiorwy. NonE!t.n less, EPA 
has held IIp ruRs as pro idin,g the necessary "limitations that need to 'be follo\ved to ellSlll' [sit] 
pro1ectiVmI SS.' An R:fR was not is ued for Ih sit re iewed ill our January 2010 reportbecanse 
site m~ rs believed an RfR was oni ' needed to aid the real estate mmket At another 
Superfund! sit 'we also fomd that EPA did not. take a tion to ddress 6-year gap in 
el'lviroru:nent.a1 sampling that the state should have conducted. so This type of oversight weakness 
can r~wt in a failure to dct~cl conditions 1h 1 il!ldicatemat . cleanup remedy doe not pwtect 
bllffiaTI h-ealtb and !:he environm:nt. 

EPA 'smanagement of th long term oversight and monitorill,g equirements for the safe reuse of 
contaminated sites bas lagged behind 111; marketing of si.le nmse opportunitiesomd sil \.,'casing of 
uc:<:esses, Only ill tile ]ast s raj years has EPA focused attention on the long-term. stewardship 

aspects of c(mtaminatedsite~ across its cleanup progrnms. This gap pIolillises to increase 
Scuh tantially EPA cO'ntinue: to heavily promote: the reuse of contam.inatcd sites without. 
in ,esling in tools needed to ensw:e the safe long-term use of these sites. Many lJ]Jl:rfUDci sites 
are DQW moving to the lo"g ten:n monft ring p ase. \villi more sites (;Ilpeclcd to do so In tile 
future. 51 E.PA December 2008r'eport OD fuil:lJreUp rfund workload necds stateS rnal the "post­
construction odd ad will require the gr,eatest increase ill comin~ cars III1d will increas by 9 
IP :reenl over th current fuJ]·tiJlle equivalent dlislributiOliL QE}l A wiil c.onDnuall. need to sess 
challenge it ti .c-es, as wen ;lS (;hallenges among th diVt:ESt group of non-EPA parties jt must 
work v.ith. to ensure that sites are' safely reused. In its ass.essrnents" EPA should consid · r ne r 
e panded alJJthodties and regulations nell{ organiza:ticms. m.easme and goal new methods of 
:sh ring information and! dedicated funding and I' SourCeS for long-telJll stewardShip ai;tivities. 

• EPA, Brolmfl .lds Fact Sh J, EPA lJrow,rjit:ldJ' ,ranI;!; CE~CLA LiabilflJ-' mrJ Ali Appropr Ie JnqllJrl s, PA 
6Q-f -(I9-Q26. ApriI200!), 

49 EP'A OJO. CiumgBJ Iii COlllillions 111 WI/(lCQt L(JfldjilJ Sl/perj'lIJ1dSile ill Delmwui! Call.fal" l/Jf;tf!.f.u;cd liP. 
Overs/gN. qKlrt NQ. IQc.P-O 55, lillluary 27, 2010. 
:so ' P:A OJG. EPA Should lmpl"(Jl.:c OlrCf$j'ght of Long-term MmtitCH'illl( ar Bl'llin Lagocm SSlpcrfuniJ Sl't~ 
P~~lw;mjl)., ~PQrtNc. 10 .... '-00:17. SCP[t'mboei- 8. 20]11. 
'1 EPA., Long-Tt!Tf1I Stcl+-w-dship: EIJ.fflt'tlg Erwlro1l111elltaJ Sill! C/I!!tmrrps kl!lno.fn ProJeciivc (Ncr 1imr ChQIliJlIg/!$ 
rPId OpprJrlllrljli~s Facing EPA '.1 Cleanup PI"tlg!"arrls. EP , SOa-R.Q ·OCH. September 2Q05. 
lJ EPA., Slrperfond Wwi/oJJd M:sCSSI1IMr R~p()l'1, 0 \Ilm DIlCllJltt"Bt 20(l-2..8 1 De ernber l. 2008. PM!­
CC[lS1ructi(lQ workload Cl!III rorer [0 all actIYilles fter a d~up remedy is C0115truttro (inctudin" long-te-Im 
monitoring ,3iI'Id reuse 3ctiv~ties) . 
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In 2009. EPA agreed ",11k thi challenge. 3 III its 2010 rresponse to this chalJellge EPA started! that 
it had severa! tools ' t ;l'CU ely promotes to ensure 3pprcprial.e and safe reuse of si.ues and that it 
will 'oolltinlle to explore ne\,v tool ,and appro::lcb s to sharing risk l.1lfomlation to eusUTIl that siles 
remain safe in their future 1!ISeS. 54 EPA stated that its Superfimd Fi\' Year Review pwcess 
address s, the vast majority of cIIlerging contamiillilllt situations ohsenred at upc.rfund 
Nationa1 Priority Li s1 sit.es and conveyed that th five>-Y car Review process Ii orkcd well . IX: 
specific 'tools" EPA said it promotes to ensure appmpna!le and saf(ll reuse of si.tcs ar -; J) ROt 
determinations, (2) comfort and slab.is letters (3 )prospec;ti"epur~haser illqui ry cans 4) EP A­
funded reuse p ruming .offers C) site reuse fu'Ct sbeets and {6) C mp ehensiye Elwironrnernal 
Response~ Com eru;:atioll and Liability lnfonnati n ystem data 011 institutional cOlltroLs. EPA 
has r~"C uti taken ig.ni..ficanl step to ddreand remedy ",ul nembili ies in the F'ive-Ye<lir 
Revie\ ' process. -c:vcnd actions have been Illken ill res · oru;e to our findin.t;!:s, In 200 '. P'A 
,completed Ii l'C,I'.i t: of the. qualil. of Five-Yeat kJ - iews. Th Agenc. idenlified man it: iews 
thai needed addi tional sUipportand some that n~cd modified ' afcty delerminati.ollS. Additional 
,actions such lIS .modifying Ihe Agcm::y s 2,00 l glliidam;:e On fi vcl. Yen Rc iC\lo's may b 
forthcoming. 

We will leviev and reoognize EPA efforts to ddres " the signific.anl challenge of ensuring tile 
long-tenn safety of contaminated sites. Our wo k ,nt'ld!:be Agency's \1i'ork ha,,l,e shown ilim EPA 
canadd:re s thsc int ·maI challc.nges through impro led 0 'r i gilt and 1liIaD gemcli1, f !leti in 
inherent fo s.uC'CC'SlifuJ long-tenn te\,<1a.ni.ship of conti!mlinat,c:d irites. Howe · cr, succcssfu11ong­
tenn stewardship also d. pends 01] having proper]yl' SOIliJi'CM and infurrnM non EPA parties. fio 
ha"'e olllgoing access to cll'mmil infonnatiolll, ar actively involved in ,c.ompliance. 8Ild conduct 
appropriate d'1re diligellce and oversight ofcoDiaminatcd si~e;s . EPAishigh[ylim.i:led in 
addre.ssinglilis challenge when state 'or local. 'ovemments with primary respolilsibili1)' fuir 
addressing man, ng-teml safety issues hav neither the money nor the will to do so. 111 
I ssons from ree nt issu . s such as apor intrusion show that si.te reuse can generate n !iN 

envirorunell1al Ii ks. [0 its 2011 - 20l5Irat:egic Plan EP . sia~ s; 

Complications can arisewh. n ncw sci.entific infommtiolJl 
Donoeming c..ontamillllllts aI !I. sit .su,ggcststhail a risk. !lSscssm nt 
tbat was protective when a Jle:moo. was sl:!ccted is no longer 
protective given the contaminant I vels rem.aini[J at a site and 
their potential e po lire p<rth .. a,.vs .. • . EPA Jnu.'rt incorporate 
,emerging cienc.oe in~o deci: iOIl! making to maintai n i commjtmcnt 
to provid perm nenl o,]utioru;., ." 

EPA needs new strategies that take Iho Agency b ) 'ond mercl el1'C~ raging nOD-EPA parties 10 

fulfi.IIl.'equU'cments am:I focus on pro idirlg EPA and other parties th information resourc . , and. 
authoritie to ensure long-term safety of reuse4 sites. 

EPA. P,otr;{()I'mQ.'IC~ nd Ace I'Ifabilt Nep'(JI'J /or Ht 01 eo,_ 
rn, 

{) (JtJ, section I 1 paSli 43. 
54 EPA, Ffrcal )'e'QJ" l(J!(JAgEmcy Firumcial .Reprm, section p~es 37 O. 
~ EPA. F'f lOl l - 2O'J StrUli!gJ'c PJiJII, page 2 . 
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Limited Capability to Res,pond to Cyber Security A'ttac,ks 

Continuing from the- management challenge from Last. year EPA still has a limited! capacity to 
effective~y re JX)nd to external nety;,rork threats d~-spiL r-epons that Advanc d Per-sist nt Threats 
(APTs) designed to 5I.eal or modify information \vithoul detection are becoming more prevalent 
throughout go emment S6 1Il addition, th Agenc , d es not have n ovemrching understmdi rig of 
s ~l:Cm C'Xploi alions rr"Om !Ill iruiderlhr at PC:iisjX."Cti:\'c. Thl type of!hreat ·an come· from user, 
thmugh UlIautllOri.zcd phys.ical acCess by an inm .... idual. throlllgh a breach dlie to aoc s and weak 
controls l;':ia OOlltmct facility connoctions. Or frilm insertion of malwarc lhat allows for 
UIlIlUthOri:z.ed wmo access. 

Our ongoing analysis Il.ows that !he Agency st.iU f: ces baUcllge with respect to prote iog 
8rg~st APT-l)'pf: attacks. Allhough the Agenc, has depl ,ed ilell tool to improe it 
!UChitttil.tl1:, these tools raise o.cW is - lIrit duill.eng and, thcr,efo\"e, concerns b Out office. 
EPA depLoyedymaotec Endpoint Protection in an attern t to identify nUl1lware on Agenc 
systems. Thcfuli e lent of this dcplo ' menl and Ihe ability of the A gency to rapidly con l.nelhe 
reporting of system u.lncrabiliti · me limited. The Agenc impJemented "BigFi "servers ror 
mwmging pafi~ IIIId 50ft'l'o'llre updates. Wbil usc ofthes s stems 1S benefici8il. the systems 
introduce security concerns becal!lse a ingle compromise of the Bigfix syst6m could modify 
wmputers throughom the P ' d m:am. me f these BigFix servers were- reported to bav 
been eompromi eel this year. 

Th.e Agen y does not hi! e an Agenc ' -\ ide g \l\eman ofits critical infrastructure designed. to 
identif r critical componen ,S) terns, Wld dJata, and any associated rock-up or redundant 
sy terns so that V'l11 n a compromise occurs, lb.e Agen y and our office can q ickly engage key 
stakeholders assess thC' significance of the threat, an take appropriate at . ODS. The Agency 
rec.entl had one ofth.ese d signated"crhicaJ systems IePQrted ru compr'Om;ised. However due 
1.0 a 1al;; of critical sys ~nl redundancy investi galorsrespondiog to the an incident WCl"C rumble 
10 take IDe systems oflline to preserve evidfmc _ This failure to jlr-ovid furcritic.al rcdLll1danL 
capab . lily exist at the wid al'ea Jletwol."k (I; A and local area n lwmk l '\1 is of EPA 
infrastructure. 

EPA is jn the pro S of transferring to the U . . Geneml erv'ces dm;ni tratioll·s Mana ed 
TJm1£d IF' Service . (MTlPS) contract. MTIT) is report.edto provide servic.es such a.."Iinrrusioll 
detection, intrusioIl proLcctiOn, incident response,managed fueV\rall vu nerability scanning. 
antivirus management and managed c;-tlilthcnticati.on. Integration of these service int ttle 
C;Qlltrol and oversi ht ofEPA·s Office 0 En.vironml;:ntal lnfonnation (OEI , bas no ·been fully 
ie;.ili~ or understood. WhI."ITl we asked OEI Slaff wh !her the Agency and our office would have 
ace ss to lb.e day-to-d1l)' EPA's 11 tworks security logging data controlled by the M . IP 
conirador, staff had no n:ad. answers. OEI staff responded Ilunthe fOCUl was on tr:msition and. 
Ib:!i!t soo.urily 'Was 8 secondarYCOllccm. Tbi resp nse is concerning given tbatwc notcdl last year 
ilial. EPA could not identify th own rs ofapproximatel)' lO~perceJlt of1he ]ntemet: Protocol (IP) 
addresses that life potci1I.iail ooMpr-omis.ed d.ue to an APT. r These comp omised systems cxlt:ll~ 
10 every EP . regional office and hcadquru:ters. In ept,ember 2mO. the Agency stopped 

,~ Fedual COO1PIlIeJ' Wed' ''G~le taltb: Wl!kC"UP CaLI or Curtain, all fa.- A.\lc!1(;ies?" ebruilt)' 4, 2010. 
J1 Elcl;\l;'Qllk 1!1<Li.1 from EPA'.s Computer cctJrll}' Iru;ld~n\ Response CilIpabllil}' Center, Aprll6. 20]0. 
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prod/II! ins and or .sharing this da 8. with our office; thus \lIe do know wbether EPA has remedied 
1liis situation. 

'ecurit. of EPA's network gre.ad depends on ongoing public- a:nd private-se tor partnershIps 
Led by the oiled. tates Computer Emergency Readiness Team (U -C R n. ~3 The mission of 
US~CERT is to prole t the nation's lnI!eDiet in.frastru lure lUild to coordinate national defense 
against and r-esponscs to cyhcr attacks. 59 Accordingly, it disscmin ~ ac-tiol'lable cyber ccurity 
infOn:natioD Ie EPA's <?omput ~. SCCuril. futident Response Capability C~t~ (.' mc~ whose 
goa] IS to protect EPA wrormallon assets and respond 1.0 actual. and. potentlal incident. The 

bl unkmYWlloriginS. of JIlJIn)' c ber a1.t8J :ks fI.tId the comp1e: w)'s the~' compromise daJa nen."'Orks
make this ong.oing 00]1 aboration crucial to thl,; sccurit. of, PAs network. Although U ~CERT 
has been a key pro idee of cyber threat data or intelligence to the A,gency. up· until . ebruary 
20 I l EPA only ha'CI the Research Triang.le Park point of presenl.:e (POP) monitored by U • 
CERT sensing cqrupmcn · While EPA "vas wailing 011 the WAN 2:010 I.I.pgrade 0 install a sellSOf 
at il:s District of Colwnbia pop US·CERT did not have visibil.ity Oil 30 ~tcd 8;000-10.000 
EPA pemlllRel and COIl1:J"acwr utilizing thi POP for an. exlended period. 

The man gemellithalJenge is ed in FY 2010 tated, "Ell' , CS]RC is expected. to have 
ufficient technh;il e 'penise and lIesources to coordinate rapid and highly killed respoaore.s to 

incid01ltS of mali iot IIltacks Oll its netwo k. ' To date,. the tafling resou ces at C me are 
limited and cannot provide the required infonnati feqU ted by our office. ' e ate itl 

dis ussions ·with OE] Slaifreglmllng procedure: they should fQUo·w in pomdlillg requests from 
ur office that e eeed their staJfmg resQ\Il"OeS.6l 

PA is l."Orking towaiid ac.quiri[lIJ training, and depl.oyin [o£ellliic tools al.1d cxpcncllJ cd 
technical specialists to analyze and dete:n:nil1 whetllC!r attackers ba C gained entry to EPA' 
lletvl'Odc systems,,, bat the}' did: wbile within Ell A's dmnam space, what i:JW nmiiLion was 
compromised, and bat infonnation I'nay have been maliciously I'cmoved from the EPA 
network.. Our office i working >; ith OET on a memorandum of understanding to define :r1l1es and 
responsibilities for Olll two uffices in respollSe to intrusion ctivitieassoclarte-d witl EPA s 
networks. The imph::maolation of this memorandum of understanding and the 100 rmm.ion 
gather-ed by the Agmc ·s information teehn logy staff wilJ benefit and upj) 11 not only EPA' s 
operational mission, Dul OUf invcstlpti"'e ntission as ell. specifically as i · relate to the 
preserValiOD of Ihe crim scene associatoo with muusion nt . 

o meet this .challeIli. e to EP s network head 011 EPA 1 aders:b' p must lmderstand the thr a~ to 
~ A' s confidcutial busillessinfonnatioll and tb.e 1m ortance of minimizing those ·ri ks . . urther, 
the CbicfInfoDlla.tion .officer and the Offi.ce of echnology Operati n and Planning leade.TShip 
should CilNful.t stud the ch ified inlelli~ence material pro .. . ded to th m regarding threat 
a.gainst government domains and disseminate the information to necessary office . Th . se 
i n.telligence materials are esp eimly ri leal as EPA · network is reported ' compr · mised. Last 
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year beforereporling Kl our office stopped, there were aproximaleJ 7,800 EPA systems 
identified as poteotial.ly communicating to. known ho tile lPs or domaim;. We not that not aU 
7 800 · Y t:III were compro:tn:is4,(], bUrt we: d not kilo which (In . CI'C compromised. 

Furth T. E PA lead rship mLlSt dearly articu.1a:le t.o Con~~s i:h costs of pmtocfing :its 
infra5!mC1Ufl'l and sec· from Congress u.fficicl11 fimds for Ibe d vcIopmcnl ,of 3. real·time 
,capability to identify ami, arudyzc atlacks apl. EPA's cmnpLltr.tt and. network s. stems. 

EI' A ruso should compi Ie 8 be!tcr in elliary of network: assets, mc tuding intellectual ropenies, 
,and idcntil)! wb rt Mia it on its net Y!1lJ:k. EPA hould also dploy 8. better method o.f idenLi.fying 
,antia.lltlw:nticatiing indivichmls a1JoW4.-d to acc¢sS EPA's network.. Only Ihen will EPA be able LO 
ex cute a strategy \bar fti tively prot ts its resources, infrasrruct1ll' . and iolc:J1 tuw property 
fronl individum and entitie that intend to do harm. 

[n addition, EPA should .aggres ive :y addre ·previously Ieported se~urityll eaknesses to 
:trengthen its ability to detect and .,espond to I et'ol ork attacks.6 [n particular. EPA :should: 

• lmpJement praces . thm tracks II' addr,ess assignments and documents the origin of 
iJl active IP adwes es so responders can take quic~e'; step.<; to mini miz~ harm caused 
yAPT .~ 

• Implement ,avuinerabiUty lnanagement pl'lOgram to pr-oat"tive] .. identify and COfI'ecI. 
commonly known vulnerabilities before they can be 'exp\oitoo.f>S 

• Commllllical · high-risk vWn 1fability.aI rts more cffectivdythrougholJll I.l:i Agency 
66 and follow up with R'l:.!>llonsibl parties to, niiure satisfa [or. rcmcdiillLion.

• V, nfyLbal Ep·A's nu!IlU~I'OUS information security ofticers are adeqllal.cly skilled to 
conduct regubr VlUlnerabiHty tests of theiir respoctive local 8f1la networks and systems. 
as well as succe: sfully recognize andrernedillte higb and medium ris is in a llTlifonu 
and acoeptable manne . ~ 

5l EP It OIG, Projfwi Delays Pr-lNlrnt EPA from ImplflIllam'if1g an Agwcy-wiri4lin/armaliUli Security Vl1im:rabiU 
flmagemenl PI'(JgraRrpwt No. 09-<P'-OO40, Scptl:mbcr 21. 2009'. 
~ EPA OlG, MWI6gc,l1,· nJ of EPA Ht~fJlJlV'fen IltlllTl'leJ Prvroco./ Addr S$U N cds lmpOli . enl. Report Q . 08~P­
o 73, September n, 2000l 
6) 'EP om. Projw lkla:.'i PrevlrrJI EPA from 1II1PJ ",mling a/'l A.!WtC)'-llltJ. JPfjonlflf1 VII Seem'I,>' Vulllert1blU 
lo.nagel1lelll Program RqxlJt No. 09-:P-0040, Seopu::mber 21. 2009. 

(06 EP OIG, EPA «dJ 10 SlrottgJJurn Flmmcl.al D.tlIahaiJe S "1£1'11}' O\'eJ' 19ht QJfd Mflrnlflr CD1J1p./JtIlfCe, Report No. 
2.007 p..ooo] " MarclI29 2()07. 
({I EPA om, RfISII/JJ . fj'Ttdm al ]tl/JlWOr Vr,l raM I)! 'SeJSmfPfl: Rcgi(m 9, Report No. OP-P.{)052, Ikc:trnbcr 9 .. 
2008- ·PA or R/!£vJu afTecimical e1!t,YJrK. VlJJnel'tIbililJl A.ss~smeJ.r': EPA· 'If Ratii(Jli(}R amJlndoor 
£nvUOP'/l/lfrnts NatiemfIl Laboralary. Repon · D.. 09.p..OO 3, Decem er 9, 2008; POlO, Re,vulC of To chrril:(Jr 
Ji{e/Wo1' Vuwrtl!Jflfl)! hsemnUfI' £P. '.\I Ltls Vi 11M Final! Ceflter, Rcpolit N(l. 09-P·"0054, Dc:l:crnbcr 9, 2.Q08~ 
.PA. 010, Resu.{13 "fTecirniml e1'Wm'k I'ublf.?rabifiJy AsSeYlnt'lll: EPA 5 R,wml'ch Triangle: fad, CampI ' Report 

0, 09·P..o05S, Dec:embe:r 9, 2008; EPA 010, ~lt,s o/TechnicaJ NehUOI'Jc Idllerahility ,4!fS~snll!ljl: EPA 
Headquanerlf, .k,pon . D.OO-P-0097 Fcbruary.1J, 2009; EPA 01.0 Results afTedmica{ r m-ork VuirrcrabIJlly 
Assai1'l1 ill: EPA ' Crt f ukr:J Q/Jo/1r1ll'rf2t/' I Offtce, lle,fJart o. 09-P-018 , Junra :3Il, 2009; EPA 010, R&wts 
(l TechPficm NlUWari. Vi lllerabj/j1yA~"~~IfIi!n1: EPA's ar.iOlluJCOmputflf Cr:nttr. Repon .0. 00-P.oI :86,. JUJle (), 
2{)09; EPA CIG. Re.suJiJ ufTL0:rnlwl Ner..'fJl'k IltAlrntrabf/ f)I "rtlr:m: R gilNl ,R".port 'No. 09-P-O 187, Jun~ 30, 
2009; ~PA OIG R~uJu ofTe.clmrcal, et'I+'(lI'lr. vurl1eraal/ityAsseSSllIenl: EPA '.I' PotOll.ll.W Yard BuUtiings. R pon 
No, 09·P-OUI8, June 30, 2009: EPA 0[(1, ResJtlis ofT~r:1I1fIr:{Il erw.'OJ1r VflmQQoi!ity "v.'!e.U1ni!.1fI: .EPA·s JJJ() L 

tnellJlI.i1r1ing, Report o. 09~P-O 189, hOle 0,2.009: E.PA om, Re.ruI1.J afTe clinical 'fiI'w.Ork J'ulnuablUty 
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• Take steps 0 improv'e the reliilbility of da.ta wed to assess the status of its . 
information security program and posture 'witb regard to known n . twork threats. (,Ii 

.. Train EPA's infomumonecurity ,c.()mnnmity on testing and documenting 
inJormatio :y ~~ms security controls. and ,nhance the quality assurance process to 
verify thart . elf..assessmel1ts evaluate aUf . quim.d security controls. ~9 

.. DeveloPilJld inlplernenl: compmh nsive log r&view policies and procedLIrC • establi 11 
a mana emen'l contml pTOcess to., it: · the perfonnancc of the con1r ctors 
conducting lliesreviews, and update 8nd appn) e the WAN security plan. and 
properly c-ertify and accredit Mum significant WAN confi uration changes prior to 

7o mooring them into production.
• D Jopand implement netwod:: traffic ' at!; . Ii methodology to be ll.'red to identify 

abnonrud networ traffic. 71 

• 0 pl0 ' s}stcm of obtaining Mlnetwork" cket cap UIe 0 all traffic within ru:td 
traveling outside of its domain, to have the abi -ty to historicaUy under50tmd ,cyb~ 

incid'nts 'Ihat occ-ur aJld an Jos of senitive data. 

r3!ki.ng Ihese actions Quid enihance EP s ability to effectivelY (l identify what key data 
(int · Ue l1.laJ, olrlide1l1ial. pri a.c. ha. e been stol n 2 detemtine eol,lme.ra1 dama e to tlJe 
Agency's trusted business partae ,(3) remediate threats a .. lhey occur and (4) better d6fend its 
ilctwOrk domain. PA s limit don in these areas is alatDIiQg, because a large-scale eyoo. sHack 
,could be as devastating to Ihe . .r: anomy and infrastructure a a terroristDQIl1bipg. 72 

EPA.'s framework for Assessing and . anaging, Chemical Risks 

Ell A s frrunework Qr assessing and m an3bring chemicalriiiks has not yet 8 hie cd th goal of 
protectin,Q buman health a.I1d the envirollll1e'llt. In ]97,6 Congr1JSs passed 1.11 Toxic ubstances 
Control Act 0' CAl. autho:ri7.iflg EP to cQltect information 014 and to n:gulil1lc the 
pro uc ion and djU'iblllti: n of, chelllic.als. T CA reqllirod EPA to 1 4;rcatc all inventory of 
l'e isting chemicals" already ill cornm.ero 2 ' regulate umcasonablt risk front new 
cbemkals" introduced i.nto comm ToCC subs q,ucmt 1.0 the act, and C make bealth and safe 

A.Y,~e3SI1Uml,' EPA '5 &5earch Trianglc p(ff~ FIIJQ~ CCfrlfff, Report Q . C9·P'·0227, AUgu~l ~ [, .:!OO9· a> A '010, 
&sults ofTechm'rni I!i\ltiwt VlllttulJblllty A.tSeulfJ~nJ.f; EPA'!I nd'rew W Bl'eidmfmcn Envi,.-anml:nJal R(J,jcatch 
Cerr/er, Rcpon No. (J-P-'0210, ScP!crnbet 7 2010: EPA ~IG. R!!.$1t/u qJTecim r:al Nel'w(Jf V,.Inerabifiry 
Ar.se.ssIN/!1fJ: EPA 'ij'EJolanglY' Buildmg . Repon o. IO~P·021 I, September 7, :lOLO~ _ PA 010, Result!; O/Te(,lmicaf 
Ncrn,wA VIl1iniJ'QbJUly AJ.ussm t. EPA 's f/'.cm(11d &aKl1II 8uildup Report ,I 0·P-0212. epCernber 7, 20 I 0; 
EPA O'l!G, 1i1eslJl1s ofTec:lmical, !,'I1FOTK IIfJN!rabllity S5&m'I 711· EP '$ RegI{)fI , R"]!QR o. lO-P-0213, 
September 7 2010. 
1>1 EPA OlG, ~..f"irpfJl'led lJ~tl Unreliable ar A!£S/5lflng EPA 'I> CCJIlIPUlfT &.curl,}, PrC8 m, ~porI Q. ICH"­
OIL 8, Felil'UaI')' 2, 20 I O . 
.t BP.'\ OlG, imfll'ovemellts . eeded in KqEPA JllfUl'mRli tNI, } (eln Seatrl ' P'f($(;J.lr;e.'I, ~on o • .lO-P-C146, JUDe 
15,2010. 
70 EPA OIG., "np'I'O\!tlJlLen r ,ry'~dl!d in El'.d '~ N(1 vorlc Traffic fWlagement Pr(1CIIr::tlS. Repon ,0 . 1'1-p...()159 M<ltCh 
14_20U. 
;~ EP. OIG, Irnprm'l!mf!lIts i!l!d,ed in EPA '$ Nf!lwtNk Truffic MtlmIgcmlfnJ J>r(JC1lc~. Report ! I;I. II ~~ I 59, Marth 
1 .201l. 
;"l CNb~c(}rnlfedl1t()logy," · .S. at RiSkofC)lber Auacbi, Expcn: Say:' Augusl L8,200!1o. 
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infonnatioll available fill'" examination wbiJe prolec mg manufacturers ' confidential business 
infonnatiolli. 

EP A' s efl'e:ctivooess in ass - iing ami managing chemical ri ' S is harnp~fed in part by 
limitations on !he Ag nc ' RUth.Orit to rcgul te chemkal . under T C _ When • CA was 
enacted, it l}llthon2ioo tb manufacture and use, .'" ·thout an. evalua . OD. fall dlemk-als thO'll 

w re produced for commercial purpOs.cs in 1976 or earlier} 'ars. Thus manufacturers ofth 
w:andfathered chemicals were 1101 required to deve top and produce data Oil toxi -it .and 
'expo ure, which a1'e ne>eded to properly and fully assess potential risks. Further compounding 
this problen • tile matute never provided ad quate authority 1m- EPA to ,"valuate existing 
chemi'l;& as. De.. 'COI1C-ems arose as n rv.,! ~:icmtiific information bcc:mJ . a\ ilable. As 
enforcement j critical t ensuring en\'lromnntal prot tio:n. w'hiJ TSCA auJJio~ EP'A to 
con-du t inspections.·s _C' ubpoenas. and impose ci il p rullties for l'iolaticms,. l1u: statute 
lac the broad ioformation-gati1erin . and enforcement pro\':isimL~ fuund ill O!hC[ major 
·en itonmental protec 'on statntes_ Far example. TSCA docs I1o'lpr-ovidc EPA th 
admini tradve authority to seek: injllm:ti ,e relicf~ issue adrnioi:slrativc orders.. oUecl samples. 
il1Id quarontive and release chemical stoeks. 

00 eptember 29, 2009, the Administraticm olltlin d cor prindple to SI11Dgili '11 .S. chemical 
management laws. Administrator Jack on tetified before Congress on Dec mber:2 2009 On the 
need to revise an modernize r CA. In the absen.ce of new legislation. v,'e found that EPA could 
beUctttUm8g.e exi~tingEl th.orities. In 201 O. v e published a report ontne New Chemicals 
Progtfrm that soo'! '00 tWit EPA did not have integlt'at d pT(lcedm:-es aJld measur-es in place to 
ensure that new chemicals do not PQse an unreasonable 'risk to human bealth and Ihe 
environment 1jWe re ommended that EPA better coordinate risk assessment and oversight 
acth'ities by establishing a management pl.an that con.tains negoals and! measures that 
demonstrate the results of P actions. Additionally "'Ie recommend d that EPA stabli.sb 
criteria furl · ting bemicals or class S of ' chemicals for IO\.\'·]e.....cJ expo un: and cumula.uve 
risk ~!lle:nts and de .elop confidential business infomiatioll c1a.silicatioll ri~eria to improve 
EP A' Ii! tran parency and information sharing. FinaUy. w rc omrmendcd Iliat EPA develop a 
management p]an for Core . . A enforoement that induoos training, consist -mt enforcement 
sir ttgies across regions for monit 'ring and rnsp ctiov pml(ICQls and a list of manufacrurers and 
importers of chemicals for strategic: targeting .. The "ency ag:reoo willl our recomm.enrlations 
and illl November 20 .10 we dcct:ptcd the Agency corrective Elcti n plan outlining the steps it 
intends to take to address 'OUf I'ccolJ!lIJlc:ncations. 

EP A's fromework for assessing and omnaging cl:u:mica1 ri s from e cio nne disruptors i also 
failing t sho\" results. lnugust 1996 Congress as cd bolh the' f ood Quality Protection J\ct 
and amendments to the Safe Drinking Wa~er A t. calling for t screening . d (,e:sting of 
cbemicals and pesticidl:S for possible cndocrine-dil.JUpting effec-ts (i.e,. adverse e ects onlh 
dev,elopmcr:d of the br-ain ruKI n'Cn'OuS sylem the growth and ftmCtiO:II of Ule r-.eproductivc 
system as well as the metabo1i:sm and blood-sugar le el ). EP e:stablished til Endocrine 
Disruption crOC11ing Program in 1 f 98. The ndocfine Disruption. creenill PIl'Ogn'UD was 
mandated tt) Ulje validated m lhods for th' metring anci1esting of chemic-aIs to identify 

1] EPA mG, EP. ~erJ~· (l CoordirraJ:c4 1'I.rm w Olliln Its T()~ Sulmall(:e.~ antrol Act .Re~porrsiblli{jf!iS. Repc.m 
O. IO-P·OO66. Fcbl"llary 17, 2010_ 
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potential. cndoCDn dismplors.ln 2000, EPA estimated that approxin Iltely 7,000 c emicals 
woil1d need to be cn:encd for potential Emdocri ne-disrupting effects. of Fe, ruary 2·. 201 0 
EPA issued lest ord J'S to induslry f(}f 67 P sticide active ingredients andirigh-prodlllCuolli 
volume chemicals with somepe-sticide inen uses. T.hus, 14 year after the passage oftht: Food 
Qua.lity Protection Act and amcl1<imelllSkl th afe Drinking W ter Act, EP Alms Y -l to rgulat
th 'e'ndocrif1e..d.i ruptiog effects of any c emicals. 

Though we ha e not yet. completed any additional £cpom OIl EPA's Ii u,.Jtics under TSCA. we 

bave identified some potential cballenges for the Agcn 'y. To adcrn:ss th wtiq\llpTOperties of 
naJlomale ial and to betlie-raddres ltildren health Cllcl::m5~visions 1.0 EPA's rc:gulatiollS 
and managerneIltapproaches may e necessary. 11'1 2<00 , • P A hum hcd a new initiative to 

enhance th Agenc.. current b.emical managemen progrom within th l.imits of xi.sting 
aut! ritie. i c.e then EPA IlaS PI P sed!re era] new csulalions under T CAthall Diill)' aUaw 
to betteraddres both children' heallh and nan materials. As EPA impl ments these :teps t 
improve its management of chemical ri ' it mu 't institute sufficient internal ,can'trob to en.sure
the success ofits ffons, "pecificaU ,the AgClilC ... should cr-ca(e ·pcr onnance mc8slJircs!hal 
demoru,1nli1.e th imp8cland ovc,raU suCcess in r 'aching Lh dcsiI,~d oulc;:omc, The AgeIlcy must 
also halvc a clearr strategy that formalizes intra-agellcy coordination and prioritiz.es activities t 
maximize !he impact of available l1esaurc 'S in pursuil ofit.s goals, ensuring !.bat the most 
significant risk aJlea5 are arldr ssed firs,1.4 
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Challenge #1 – Need for Greater Coordination of Environmental Efforts 

Agency Response: The EPA maintains its position as originally stated in its April 20, 2010 response to 
the Draft Special Report:  National Environmental Policy and Quadrennial Review Needed. The EPA’s 
view is that a national environmental policy exists in the form of authorizing statutory goals and 
mandates in the National Environmental Policy Act. Further, the EPA and other federal agencies are 
already coordinating on high priority, complex issues. 

For example, the agency routinely coordinates with federal, state and local funding partners to facilitate 
the delivery of often first time drinking water and wastewater services to small communities, while 
minimizing the administrative burden on them. Coordination, collaboration and leveraging resources in 
concert with program partners are key aspects of US-Mexico Border Water Infrastructure Program 
implementation throughout the project selection, development and construction phases. The agency, in 
coordination with its partners, uses a risk-based prioritization process to identify and fund border water 
infrastructure projects that will have the greatest public health and environmental benefits. Also, the 
EPA ensures that its resources are used efficiently through a program policy that stipulates the EPA 
construction grants be used only as a last resort after all other possible funding sources have been 
explored and the EPA funding is deemed essential to make affordable high priority projects that 
otherwise could not be implemented in communities that have limited institutional capacity. In doing so, 
the EPA ensures that project funding is necessary, is directed to the communities that are most in 
need, is coordinated across agencies and is not duplicative. The EPA will continue to partner, 
coordinate, and leverage resources as it implements the US-Mexico Border Water Infrastructure 
Program to address the significant public health and environmental needs along the border. 

Additionally, the EPA is continuing to take the lead in working across the federal government and the 
water sector to close the water infrastructure gap and move the nation's water infrastructure to a more 
sustainable footing. In October of 2010, the EPA released its Clean Water and Drinking Water 
Sustainability Policy. The Policy represents the agency’s efforts to bring focus to the issue and to define 
the focal points that will affect change to reduce the infrastructure gap. The Policy emphasizes:  1) the 
need for robust and effective planning for water infrastructure; 2) capacity development and effective 
utility management to enhance the sustainability of all aspects of water sector systems; and 3) 
integrating water infrastructure into cross sector planning efforts to foster the sustainability of our 
communities. The EPA is actively pursuing a suite of programs and activities in each of these areas, 
including efforts to encourage and work with state SRFs as they incorporate sustainability 
considerations into their programs. 

The agency will continue its efforts to coordinate environmental issues across the federal government 
and state and local partners. 

Challenge #2 – Oversight of Delegations to States 

Agency Response: The EPA acknowledges that state oversight is a very complex and changeable 
arena. Through federal statutes, implementing regulations and program design, states are allowed 
flexibility in how they manage and implement environmental programs. Within the EPA, national 
program managers are directly responsible for state oversight of individual programs. The agency has 
committees, workgroups, special projects and initiatives to continuously improve agency programs 
delegated to states. Below are a few examples of these programs and the efforts made to enhance 
oversight or correct issues with state delegation. 

Improving Oversight through Better Data Quality: 

As OIG noted, having adequate data is important to the EPA’s ability to understand and oversee state 
programs. The agency and its state partners continually look for ways to improve public health 
protection and data quality. The EPA is undergoing a comprehensive review of SDWIS/FED and 
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SDWIS/State as we develop the next generation of SDWIS, which is a key management tool for the 
drinking water program. In addition, the EPA is currently working with state representatives to develop 
standard definitions for facility availability codes in SDWIS and update standard operating procedures. 
To ensure that emergency wells are reviewed on an individual and recurring basis, we will issue 
guidance to states regarding reviewing emergency sources as part of state oversight programs, 
including sanitary surveys. This guidance will clarify that emergency sources should be reviewed on a 
recurring basis as part of routine state oversight. 

Strengthening State-EPA Implementation of Water Programs: 

Beginning in June 2008, ECOS Officers asked the agency to provide more collaboration at the national 
level to meet the challenges of increasing workload and declining resources. In November of 2008, 
work with the states culminated in the creation of the Partnership Council of the Office of Water and 
States to 'test' the early and ongoing engagement of the states in planning, budgeting, and 
implementation activities for the national water program. Since its creation, PCOWS has engaged 
regularly to discuss strategic priorities with the states, to ensure that core and key program activities 
are given appropriate priority in budget decisions, and to identify opportunities to maximize resources 
and reduce barriers in support of key joint priorities. Recently, the agency met with PCOWS to identify 
opportunities to streamline and reduce burdens from administrative activities, in response to the 
President’s February 2011 Memorandum on Administrative Flexibility. 

NPDES Program Withdrawal Requests: 

The EPA currently has 21 pending NPDES authority withdrawal petitions in 16 different states. The 
petitions can be broad reaching or focused on narrow issues. Three of those 16 petitions have been 
filed since Jan 1 of this year. Eight Regions have at least one petition filed within their respective states. 
The last petition to be resolved was two years ago in July of 2009. Efforts have recently been re-
doubled on a national level to address the concerns cited in withdrawal petitions. These efforts manifest 
in the form of increased withdrawal petition specific discussions with the Regions, the corresponding 
states, other agency offices and with Senior EPA management. While the recent efforts have yet to 
result in any new petition resolutions, the EPA is confident several will be resolved prior to the 
conclusion of CY2011. 

Improving RCRA Oversight and Data Limitations: 

In response to the OIG's findings that the Commonwealth of Pennsylvania did not collect ground water 
monitoring data at the Bruin Lagoon site as required by the terms of the Superfund State Contract, The 
EPA’s Region 3 office developed new documentation procedures to address any future instances of 
non-compliance. The procedures, as documented in an October 2010 memorandum from the Director 
of the Office of Superfund Site Remediation, include consulting with Regional Counsel and 
documenting the non-compliance in a letter to the State. In instances of continued non-compliance, the 
issue will be elevated within the EPA and the state, and counsel will determine necessary actions to 
ensure a state carries out its obligations. 

The RCRA program provides adequate oversight of state programs through several means. For 
instance, the EPA sets out national baselines and state commitments for grant funding. The EPA 
monitors the progress toward these goals through the Government Performance and Results Act and 
our Annual Commitment System, through discussions with our Regions (who meet directly with states 
to assess progress), and through frequent interaction with Association of State and Territorial Solid 
Waste Management Officials. The RCRA program works closely with ASTSWMO at the board-level, as 
well as in subgroups for particular topics (e.g., corrective action, permitting). In addition, the EPA works 
closely with states to issue rules and guidance to address issues of concern and provide 
implementation assistance for state programs. 
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In terms of addressing data limitations, the agency agrees with the OIG audit recommendation as far as 
making suggestions and recommendations to the States regarding the importance of document 
retention. Each state creates its own policy, and we will continue to stress this during our National 
Conferences and during our training sessions and outreach activity. 

Improving State-EPA Collaborations Through National Environmental Performance Partnership 
System: 

Through the National Environmental Performance Partnership System, the EPA and the states have 
developed a strategic, performance-based working relationship based on a clearer understanding of 
mutual issues and priorities and improved allocation of resources. Building on this successful platform, 
the EPA and the states are working together to share the workload more efficiently and effectively to 
achieve environmental and public health outcomes. In FY2011, the EPA and states will collaborate on a 
focused effort to identify opportunities for enhanced worksharing and resource and workload flexibility 
in order to maintain the effectiveness of core programs, particularly in light of widespread state budget 
reductions due to the economic downturn. The EPA established a task force with states to determine 
parameters for worksharing, identify program activities where worksharing can be more broadly applied 
areas where statutes or regulations prohibit worksharing, and share best practices for effective 
worksharing arrangements. 

Challenge #3 – Safe Reuse of Contaminated Sites 

Agency Response: Cleaning up contaminated sites and ensuring their safe reuse over the long term is 
an agency priority and central to the EPA’s mission. The agency believes that it is doing an effective job 
of communicating site risks and remedies, and providing site users with information needed to ensure 
protectiveness. 

For sites remediated under the Comprehensive Environmental Response Compensation and Liability 
Act, the EPA performs five-year reviews to ensure that sites remain protective. In rare situations where 
a site is not subject to a five-year review, the EPA uses its Comprehensive Environmental Response, 
Compensation and Liability Information System to identify sites where new contaminant information 
may lead to questions of long-term protectiveness. Under its Return to Use Initiative, the EPA also 
makes specific inquiries of the site managers and other stakeholders about new issues that might affect 
site risks if the site goes into reuse. 

Additionally, the EPA may select institutional controls as a component of remedial action at a site where 
residual contamination remains in place. Institutional controls help minimize the potential for exposure 
to contaminant and/or protect the integrity of a remedial action and are subject to the same periodic 
five-year reviews as other remedy components. The agency has developed cross-program guidance, 
Institutional Controls: A Guide to Planning, Implementing, Maintaining and Enforcing Institutional 
Controls at Contaminated Waste Sites, which stresses the need for the EPA site managers and 
attorneys to coordinate early and often with State and local governments, tribes, responsible parties, 
communities, and other stakeholders to ensure that institutional controls are properly implemented, 
maintained (monitored and reported to the EPA), and enforced over their lifetime. 

Promoting reuse sends communities a strong message about involving the EPA in their reuse 
discussions. Seeing the EPA as a collaborator rather than an impediment means that communities 
involve the EPA in the reuse process, allowing the agency to communicate key messages about 
protectiveness. Once communities are ready to discuss a site, the EPA can offer a number of tools to 
ensure the reuse is appropriate and will enhance long-term protectiveness. These include: 

•	 Ready for Reuse Determinations—environmental status reports that reiterate the limitations and 
opportunities associated with the reuse of sites. While not mandatory, these may be useful for 
sharing information about the site to a broader audience. 
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•	 Comfort and status letters—issued by the Regions to convey the status of the site remediation, 
describe site limitations and protectiveness issues, and clarify liability issues. 

•	 Prospective purchaser inquiry calls—provide consistent and reliable information about limitations 
and opportunities at sites. Frequently, these calls result in prospective purchasers determining that 
sites are not appropriate, thereby serving their purpose of providing information prospective users 
need to understand before using a site. 

•	 EPA-funded reuse planning—offers communities and key stakeholders the opportunity to engage in 
an informed and realistic dialogue with the EPA project managers about the reuse of sites, including 
institutional controls and long-term stewardship. 

•	 Site reuse fact sheets--highlight critical remedial components in place, long-term maintenance 
activities and institutional controls. 

The EPA will continue to explore new tools and approaches for sharing this information to ensure that 
sites remain safe for future use. 

Challenge #4 – Limited Capability to Respond to Cyber Security Attacks 

Agency Response: The EPA acknowledges that Advanced Persistent Threats pose a significant 
challenge for the agency, as well as for all federal agencies. The EPA continues to make significant 
progress in enhancing situational awareness across the agency and increasing invisibility into network 
activities. To address this challenge, the agency has identified specific automated tools to address 
cyber security concerns that are being implemented in a secure manner. The agency has fully deployed 
a Security Information and Event Management Tool to facilitate greater vigilance in log reviews and 
activity monitoring. The agency’s Computer Security Incident Response Capability office is working to 
build stronger relationships with internal organizations such as the Office of Homeland Security, for 
threat intelligence sharing. 

Challenge #5 – The EPA’s Framework for Assessing and Managing Chemical Risks 

Agency Response: GAO continues to identify “Transforming EPA’s Processes for Assessing and 
Controlling Chemicals” as a high-risk area, and OIG continues to identify “EPA’s Framework for 
Assessing and Managing Chemical Risks” as a management challenge. In October 2009, the EPA 
acknowledged “Streamlining Chemical Assessments Under IRIS” as an agency-level weakness under 
the Federal Financial Managers’ Integrity Act and has made progress in addressing concerns raised by 
both oversight organization. 

Improving IRIS Process: 

In May 2009, the agency released a new Integrated Risk Information System process for completing 
health assessments. The goal of the new process is to strengthen program management, increase 
transparency and expedite the timeliness of health assessments. Since that time, the agency’s National 
Center for Environmental Assessment has completed 20 assessments, more than the number of 
assessments completed in the previous five years. Additionally, the agency is making significant 
progress on health hazard assessments of numerous high priority chemicals (e.g. formaldehyde, 
trichloroethylene, perchloroethylene, dichloromethane, arsenic, chromium VI, methanol, 
benzo[a]pyrene and Libby asbestos), including finalizing one assessment and completing of milestones 
for interagency science consultation, or external review for the others. Progress on these and other 
IRIS assessments is available at http://www.epa.gov/IRIS/. Assessments of health effects for chemicals 
found in environmental mixtures including PAHs, dioxins, phthalates and PCBs are being developed. 
These cumulative assessments will increase the number of chemicals that are addressed by the IRIS 
Program and are based upon the expressed needs of the agency. The EPA's Human Health Risk 
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Assessment program will continue to lead innovation in risk assessment science based on expanding 
scientific knowledge. 

The EPA recently unveiled a new database that facilitates public access to the scientific studies that 
underpin key agency decisions. The Health Environmental Research Online database contains the key 
studies the EPA uses to develop environmental risk assessments for the public. It includes references 
and data supporting the Integrated Risk Information System which supports critical agency 
policymaking. The HERO database is publicly accessible so anyone is able to review the scientific 
literature behind the EPA science assessments. The HERO database strengthens the transparency of 
the science supporting agency decisions. 

The IRIS update project is in a pilot phase. Toxicity values in IRIS that are more than 10 years old have 
been identified, screened, and prioritized based on agency needs; the first group of 15 high priority 
assessments has been selected for update. A Federal Standing Science Review Committee (FSSRC), 
consisting of reviewers from the EPA and other federal agencies has been assembled. An independent 
contractor wil1lead and conduct independent external peer reviews of these assessments. A second 
batch of nine assessments should be ready for the FSSRC by December 2011, and a Federal Register 
notice announcing a new set of 20-30 chemicals should be published by this summer. 

In July 2011, the EPA announced additional measures to strengthen the scientific quality of IRIS 
assessments based on comments from the National Academy of Sciences. These measures include 
making assessment documents clearer, shorter and more transparent. The EPA will evaluate the 
strengths and weaknesses of critical studies in a more uniform way and clearly indicate which criteria 
were most influential in weighing scientific evidence supporting its choice of toxicity values. Also, the 
EPA will continue to track progress to determine if new timelines need adjustment. 

Management of Endocrine Disrupting Chemicals: 

The EPA has had three major tasks to complete before it could issue test orders to pesticide registrants 
and chemical manufacturers to commence testing. Validation to establish the relevance and reliability 
of the assays was the largest of these tasks. The EPA has followed a five-stage assay validation 
process that included:  1) test development, 2) pre-validation testing, 3) inter-laboratory validation 
studies, 4) peer review and 5) regulatory acceptance, as described at the EDSP website: 
(http://www.epa.gov/scipoly/oscpendo/pubs/assayvalidation/status.htm). Each of the first three of these 
stages typically took a year or more to complete and had to be completed sequentially as the 
knowledge developed in one stage was essential to the conduct of the next stage. Peer review of these 
assays was completed in mid-2008. 

A second task was the prioritization of chemicals to be screened. The EPA planned on using the high 
throughput in vitro assays used by the pharmaceutical industry as a means to rapidly identify those 
chemicals that may interact with the endocrine system. In a demonstration with 65 chemicals 
conducted in 1998-99, the high throughput screens failed to correctly identify most of the chemicals 
known to interact with hormone receptors; thus, the EPA was forced to adopt a different approach for 
selecting chemicals. A pilot demonstration of the utility of existing information led the EPA to the 
conclusion that this was also not a cost-effective way to prioritize and select chemicals for screening. In 
2005, the EPA finally proposed and took comment on using exposure information only to identify 
chemicals, primarily pesticides, in the first round of Tier 1 screening. This approach led to the proposal 
of the first list of chemicals for screening in 2007. 

The third task was to develop the policies and procedures which would apply to test order recipients. 
These include the procedures for responding to test orders, minimizing duplicative testing, providing for 
data compensation, and protecting sensitive information. In addition, the EPA developed cost estimates 
for conducting the Tier 1 battery which formed the basis of an Information Collection Request submitted 
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to OMB in 2008. The ICR was approved in the fall of 2009, and the first test orders were issued in 
October 2009. 

In addition to the Food Quality Protection Act provisions that require the screening of all pesticide 
chemicals, the 1996 Safe Drinking Water Act provides the EPA with the authority to test substances 
that may be found in sources of drinking water to which a substantial population may be exposed. As 
instructed by the House Appropriation Committee, the EPA developed a second list of not less than 100 
chemicals for screening. The agency published the second list in the Federal Register on November 
17, 2010 along with a draft amended Information Collection Request and draft policies and procedures 
covering Safe Drinking Water Act chemicals. The List 2 chemicals are drawn from three sources: 
chemicals that have a National Primary Drinking Water Regulation, chemicals lists on the 
Contaminated Candidate List 3, and pesticides that are on the Registration Review Program schedule 
for FYs 2007 and 2008. The proposed second list to receive EDSP test orders contain 134 chemicals 
that are used as pesticides, personal care products, pharmaceuticals and/or in commerce. The agency 
has coordinated this effort internally and is currently reviewing and considering the comments 
submitted by the public and developing responses to the public comments before finalizing the second 
list. 

As the EDSP progresses, the EPA continues to obtain information on endocrine related health effects. 
Despite the fact that the EDSP has only begun to screen chemicals, the EPA has been obtaining useful 
information regarding endocrine-related health effects, as documented by annual reports to Congress. 
EPA routinely requires pesticide applicants to submit data for a range of toxicity studies (see 40 CFR 
Part 158) for regulatory actions associated with the current and on-going registration of pesticide 
products in accordance with the Federal Insecticide, Fungicide, and Rodenticide Act and the Federal 
Food, Drug, and Cosmetic Act. A number of these studies provide information on endocrine-related 
effects. The agency evaluated 1,159 unique pesticide active ingredients and pesticide inert chemicals 
in connection with the Reregistration Program, Registration Review Program, Registration Program and 
tolerance action between August 3, 1999 and September 30, 2010. Of these 1,159 chemicals for which 
regulatory decisions were made, the agency received data on an estimated 600 unique chemicals that 
provided information on endocrine-related effects through one or more toxicity studies. In evaluating 
potential risks of a pesticide, the EPA’s regulatory decisions ensure protection of human health and 
wildlife from the most sensitive adverse effects observed in the information base provided through 
mammalian and wildlife studies such as those required in 40 CFR Part 158. Of the 1,159 chemicals, 
endocrine-related effects were the most sensitive effects observed within the information base for 79 
pesticides and, therefore, used in regulatory determination. All of the 1,159 chemicals evaluated by the 
EPA meet the required statutory safety standards based on available information. Under the FFDCA, 
the EPA has found that there is a reasonable certainty that no harm will result from exposure via the 
diet and other non-occupational pathways. Moreover, in the associated registration decision under 
FIFRA, the EPA has concluded that the use of the pesticides will not pose unreasonable risks to the 
environment. 

The agency plans to finalize the second list along with the ICR and policies and procedures covering 
the SWDA chemicals. The agency also plans on implementing the EDSP for pesticides on a routine 
basis by continuing to issue orders for pesticides entering Registration Review. The Registration 
Review program requires all pesticides currently registered to be re-evaluated to ensure they meet 
current scientific and regulatory standards. 

An important part of the continuation of the EDSP is the development of a Comprehensive 
Management Plan. This plan, will detail how the program is organized, managed, and how resources 
are allocated across the agency and tasks. In addition EDSP is developing a work plan that will outline 
the steps necessary to move the screening program from its current state into a new form that is less 
reliant on whole animal based assays, using computational models and higher throughput/shorter time 
in vitro methods to screen for the potential for endocrine disruption. The work plan is part of the 
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Comprehensive Management Plan. In response to an OIG evaluation of the EDSP, the Comprehensive 
Management Plan is due to be completed in mid-calendar year 2012. 

The complexity of the scientific and regulatory process associated with the full implementation of the 
EDSP warrant the designation of the program as a management challenge. However, the EDSP 
continues to progress towards full implementation with the on-going evaluation of the chemicals, 
prioritization of the universe of chemicals and issuance of test orders. 

GAO has stated that the EPA’s framework for assessing and managing chemical risks has not yet 
achieved the goal of protecting human health and the environment and the EPA’s effectiveness in 
assessing and managing chemical risks is hampered in part by limitations on the agency’s authority to 
regulate chemicals under TSCA. In a similar vein, OIG believes the EPA needs to transform its 
processes for assessing and controlling toxic chemicals. 

The EPA has announced its principles to strengthen US chemical management laws, and initiated a 
comprehensive effort to enhance the agency’s current chemicals management program within the limits 
of existing authorities, and is proposing expansions of that effort in the FY 2012 President’s Budget. 
This effort includes: 

•	 Using all available authorities under TSCA to take immediate and lasting action to eliminate or 
reduce identified chemical risks and develop safer alternatives; 

•	 Using regulatory mechanisms to fill remaining gaps in critical exposure and health and safety data 
for chemicals already in commerce and increasing transparency and public access to information 
on TSCA chemicals; 

•	 Using data from all available sources to prioritize chemicals for assessment and conducting detailed 
chemical risk assessments to inform and support development and implementation of risk 
management actions; and, 

•	 Preventing introduction of unsafe new chemicals into commerce. 

Reducing Chemical Risks: 

In FY 2010 and FY 2011, the EPA increased use of regulatory authorities currently provided under 
TSCA and took non-regulatory action to reduce known chemical risks. The agency: 

•	 Issued a Final Significant New Use Rule restricting the use of elemental mercury in various 
measuring devices (published in July 2010); 

•	 Initiated a rulemaking under section 6 of TSCA to phase out or ban the use of mercury in a range of 
switches, relays, measuring devices, and other products (expected publication fall 2011); 

•	 Published final SNURs for two carbon nanotubes on September 17, 2010, requiring companies to 
provide EPA 90 days notice before they manufacture or import the two carbon nanotubes and to 
comply with restrictions the EPA had already imposed on their original manufacturer; 

•	 Issued a proposed rulemaking on glymes under section 5(a)(2) of TSCA to require prior notification 
to the agency of any new consumer of monoglyme, diglyme and ethylglyme; 

•	 Issued an Advance Notice of Proposed Rulemaking on the agency’s potential reassessment of its 
current authorization for PCB use and distributi9on in commerce; 
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•	 Initiated four Alternative Assessments for BPA in thermal paper, the flame retardants decaBDE and 
HBCD, and NPE surfactants; and 

•	 Continued implementing the global Perfluprppctampoc Acid Steward Program to reduce 
perflurooctanoic acid and related chemicals from emissions and product content, in which eight 
participating companies committed to achieve, no later than 2010, a 95% reduction in 
perfluorooctanioc acid emissions and the elimination of these chemicals from emissions and 
products by 2015 (2010 results are due in October 2011). 

In FY 2012, the agency will continue expanding its portfolio of risk management actions, including: 

•	 Furthering implementation of risk management actions initiated in FY 2010 and continued in FY 
2011, including: 

o	 Section 6 use restrictions addressing long chain perfluorinated chemicals, 
hexabromocyclododecane, lead wheel weights, and mercury used in switches and 
certain measuring devices; 

o	 Section 5 Significant New Use Rules addressing; polybrominated diphenyl ethers, 
nonylphenol and nonylphenol ethoxylates, elemental mercury in products, benzidine 
dyes, certain short chain chlorinated paraffins,  certain phthalates and 
hexabromocyclododecane; and, 

o	 Section 5(b)(4) chemicals of concern listings addressing phthalates, bisphenol A and 
PBDEs; 

•	 Initiating five new risk management actions in FY 2012, including additional Section 6 use 
restrictions/prohibitions, Section 5 Significant New Use Rules and Section 5(b)(4) chemicals of 
concern listings, informed and supported by the 10 detailed chemical risk assessments to be 
initiated and completed in FY 2012 (see Assessment section below); 

•	 Proposing, evaluating public comments and developing two final regulations implementing ten 
actions mandated under the recently enacted TSCA Title VI (Formaldehyde Standards for 
Composite Wood Act) establishing national emission standards for formaldehyde in new composite 
wood products - the statute requires the EPA to finalize and promulgate these regulations by 
January 1, 2013; 

•	 Initiating stewardship activities including commitments from industry to adopt viable safer 
alternatives, safer best practices, voluntary withdrawal of dangerous chemicals and/or products 
from the market, and stewardship programs to reduce emissions; 

•	 Promoting development of safer chemicals, chemical management practices and technologies by 
assessing risks and efficacy of alternatives associated with existing chemicals which present 
significant risks; and 

•	 Issuing a final SNUR under section 5(a)(2) of TSCA for 14 glymes requiring persons who intend to 
manufacture, import or process these chemical substances for the designated significant new uses 
to notify the EPA at least 90 days before commencing. 

The EPA has and will continue to work closely with other federal agencies, such as FDA and CPSC, to 
coordinate efforts on these chemicals. 
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Obtaining, Managing and Making Public Chemical Information: 

In FY 2010 and FY 2011, the EPA increased its use of TSCA regulatory authorities to meet critical 
existing chemical data needs and increase transparency and public access to chemical information, 
including: 

•	 Publishing the Final HPV Test Rule 2, covering 19 chemicals 

•	 Advancing the Proposed HPV Test Rule 3, covering 29 chemicals 

•	 Advancing the Proposed HPV Test Rule 4, covering an anticipated 29 chemicals 

•	 Issuing a new confidential business information policy for review of CBI chemical identify claims for 
TSCA Section 8(e) notices of substantial risk in January 2010, and a notice of a new policy in May 
2010 for review of CBI chemical identify claims for all health and safety studies to allow the public 
access to important information that would have otherwise remained secret; 

•	 For the first time ever, providing in FY 2010 free online access to the TSCA Chemical Substance 
Inventory, allowing the public easy and free access to the listing of 84,000 chemicals in commerce; 

•	 Integrating information on 3,800 TSCA facilities and 6,300 chemicals into Envirofacts, the EPA’s 
single point of access on the internet for information about environmental activities; 

•	 Proposing to modify the 2006 TSCA Inventory Update Reporting rule that would require 
manufacturers, including importers, to submit information electronically, make the data public more 
quickly, limit the information that can be treated as confidential, and require more reporting from 
chemical manufacturers; 

•	 Developing a PMN/CBI Amendment for PMN submissions claiming chemical and micro-organism 
identify as confidential in health and safety studies submitted under TSCA prior to the 
commencement of manufacturer; and 

•	 Initiating development of a Sunset Provision relating to claims for CBI submitted under the TSCA 
that would require the periodic reassertion and resubstantiation of such claims (NPRM is scheduled 
to publish in 2012). 

In FY 2012, the EPA will continue expanding use of regulatory mechanisms to fill remaining gaps in 
critical exposure and health and safety data for chemicals already in commerce, improve management 
of TSCA information resources and maximize their availability and usefulness to the public, including: 

•	 Issuing and implementing TSCA Section 4 Test Rules to obtain data needed to evaluate the safety 
of existing chemicals, including: 

o	 More than 100 HPV chemicals not sponsored under the HPV Challenge Program; 

o	 125 or more chemicals newly identified as HPV chemicals in TCSA Inventory Update 
Reports submitted to the EPA in 2011; and, 

o	 Several other chemicals including bisphenol A and certain nanoscale materials; 
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•	 Implementing the expanded TSCA Inventory Update Reporting rule to develop more robust 
exposure data sets on all reported chemicals—not just HPV chemicals—and rapidly make those 
data publicly available: 

o	 In August 2010, the EPA proposed modifications to the IUR rule under section 8 of 
TSCA, presenting a range of options for public comment to make the reporting of 
chemical use information more transparent, more current, more useful and more useable 
by the public; and 

o	 The EPA expects to issue final amendments in FY 2011 and in FY 2012 to process 
submission of 2011 IUR data reports for approximately 6,000 to 7,000 chemicals 
produced in volumes of greater than 25 thousand pounds per year. 

•	 Increasing transparency by reviewing all new TSCA chemical health and safety studies claimed in 
FY 2012 as CBI and 4,400 CBI cases submitted prior to 2010, challenging claims and declassifying 
studies where appropriate; 

•	 Digitizing over 20,000 TSCA documents received under TSCA Sections 4, 5 and 8, and making 
those data, where appropriate, available to the public; and, 

•	 Expanding electronic reporting to include all TSCA health and safety submissions and fully 
deploying 21st century information technology to more effectively and efficiently store and 
disseminate TSCA information. 

Screening and Assessing Chemical Risks: 

In FY 2012, the EPA will assess the risks of priority chemicals to determine what risk management is 
needed and to inform and support development and implementation of risk management actions, as 
appropriate, including: 

•	 Initiating twelve detailed chemical risk assessments of priority chemicals that will inform the need 
for and support development of risk management actions, with seven of the assessments being 
completed in FY 2012; 

•	 Developing hazard characterizations for 500 additional HPV chemicals using the data obtained 
through TSCA test rules, the TSCA IUR and previous voluntary industry submissions, bringing the 
cumulative total by the end of FY 2012 to 2,165 of the 2,900 HPV chemicals identified prior to the 
2011 TSCA IUR; 

•	 Increasing use of intelligent testing approaches to improve our ability to understand chemical risks; 

•	 Developing methodologies and tools to better assess risks from high priority chemicals such as 
PBT chemicals in consumer products to support risk management actions on these chemicals; 

•	 Analyzing the data the EPA has received through its Nanoscale Materials program to understand 
which nanoscale materials are produced, in what quantities, and what other risk-related data are 
available. The EPA will use this information to understand whether certain nanoscale materials may 
present risks to human health and the environment and warrant further assessment, testing or other 
action; and 

•	 Enhancing the RSEI tool to help identify geographic areas with particularly high risk scores 
associated with toxics releases and the facilities and chemicals responsible for those conditions. 
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Preventing Introduction of Unsafe New Chemicals Into Commerce: 

Through its New Chemicals Program, the EPA serves as America’s gatekeeper for Industrial and 
commercial chemicals, ensuring that new chemicals introduced into U.S. commerce do not pose 
unreasonable risks to humans or the environment. In January 2010, the EPA published a final rule that 
enables and, by April 6, 2012 requires manufacturers and importers to submit PMNs and other TSCA 
Section 5 documents to the EPA electronically via the internet. The agency developed software to 
assist companies in preparing and executing their electronic submissions and is conducting training 
sessions via webinar and other means to help companies prepare to comply with these new 
requirements. 

In FY 2006 to measure performance under the New Chemical Program, the EPA adopted a measure to 
reflect the program’s statutory mission, establishing a “zero tolerance” performance standard for the 
number of new chemicals or micro-organisms introduced into commerce that pose an unreasonable 
risk to human health or the environment. 
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IMPROPER PAYMENTS 


In accordance with the Improper Payments Elimination and Recovery Act of 2010, which amends the 
Improper Payments Information Act of 2002, the EPA reviews its programs and activities for improper 
payments. The EPA is committed to improving program performance by taking corrective action for any 
programs that are determined to be susceptible to significant improper payments. IPERA defines an 
improper payment as any payment that should not have been made or that was made in an incorrect 
amount (including overpayments and underpayments) under statutory, contractual, administrative or 
other legally applicable requirements. Improper payment reviews are conducted in accordance with the 
OMB Circular A-123, Management’s Responsibility for Internal Control, Appendix C, Requirements for 
Effective Measurement and Remediation of Improper Payments. 

I. Risk Assessments 
OMB Circular A-123, Appendix C, requires executive agencies to conduct risk assessments of their 
programs or activities to determine if programs are susceptible to significant improper payments. Given 
the large number of small, unique programs at the EPA, OMB has approved the agency’s method of 
reporting on improper payments by payment stream. Every year, the EPA conducts quantitative risk 
assessments of its principal payment streams – grants, contracts, commodities, and the Clean and 
Drinking Water State Revolving Funds. The SRFs are former Section 57 programs for which OMB 
requires detailed reporting. Results from the agency’s risk assessments are published below in Section 
IV, “Improper Payments Reporting.” These quantitative risk assessments demonstrate that the EPA’s 
principle payment streams are not “susceptible to significant improper payments”, defined by OMB as 
exceeding both $10 million of improper payments and 2.5 percent of program outlays. 

II. Statistical Sampling 
A) State Revolving Funds 

ARRA provided the SRFs with an additional $6 billion of spending authority. As a result, during the FY 
2010 and FY 2011 improper payments reporting cycles, the SRF program broadened its sampling 
process to include state expenditures of ARRA funds. This involves the testing of four cash draws per 
state – twice per year – during the EPA’s on-site visits. Similarly, the sampling of base appropriations 
involves the testing of at least four cash draws per state per year. A cash draw is a disbursement from 
Treasury for the payment of state grants. Each disbursement can refer to a single invoice or a batch of 
invoices, which are reviewed by the EPA for improper payments. Of the total $3.6 billion in SRF 
outlays, approximately $1.7 billion consisted of ARRA funds. Furthermore, of the total $14.2 million of 
improper payments identified, 97.6 percent originated from ARRA funds, and 2.4 percent originated 
from base appropriations. Although a majority of SRF errors originated from the ARRA program, 90 
percent of ARRA funds have now been disbursed. In addition, with less than $350,000 of errors 
identified in the base program, this small amount is a good indication of the low level of long-term risk in 
the SRF program. 

It should be noted that the transaction testing conducted by the EPA during FY 2011 pertains to 
expenditures made by the states during State FY 2010. In most cases, the State FY begins on July 1 
and ends on June 30. Given the time lapse between the states’ expenditure of SRF funds and the 
implementation of the EPA’s on-site reviews, the agency has obtained OMB’s approval to continue 
using the preceding State FY as its alternative twelve-month reporting period for SRF improper 
payments. 

B) Grants 

Every November since 2006, a list of recipients with active grants receiving more than $20,000 during 
the prior fiscal year is pulled from the Integrated Grants Management System. From this list, a sample 
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of 60 nonprofit recipients is selected for detailed review. The recipients are randomly assigned to either 
a Desk Review or an On-Site review. Each review is conducted in accordance with standard protocol, 
and a checklist is provided to the reviewers as a guideline. A minimum of three non-consecutive draws 
from different grants is reviewed for each recipient, and the recipient is required to provide supporting 
documentation for the selected draws. Examples of supporting documentation include approval 
signatures, timecards, contracts and invoices. The type of supporting documentation may vary, 
depending on the programs or services supported by the grants. 

Based upon historical data, the EPA considers the nonprofit grantees to be at greater risk of improper 
payments than all other grantees. As a result, the agency specifically analyzes the nonprofits for 
improper payments, using them as a proxy for all grants. However, since IPERA requires agencies to 
expand their efforts at identifying and recapturing improper payments, the EPA has broadened its 
sampling, review and reporting process to include state and local governments, universities and tribes. 
This expanded sampling began during Calendar Year 2011, and results of these reviews will be 
available for inclusion in the agency’s FY 2012 improper payments report. The ongoing Calendar Year 
2011 review includes the random selection of 120 grant recipients, which are stratified into higher-risk 
and lower-risk categories. These two categories were developed based upon an analysis of five years 
of post award reviews. Of the 120 grant recipients, 90 recipients were selected proportionally from the 
higher-risk group consisting of nonprofits, local governments and tribes, and 30 recipients were elected 
proportionally from the lower-risk group consisting of state governments and universities. Preliminary 
data indicate that the EPA’s grants will remain below the OMB threshold for susceptibility to significant 
improper payments and full results will be published in the agency’s FY 2012 improper payments 
submission.  

C) Commercial Payments (contracts and commodities) 

In February 2006, the agency centralized all commercial payments at the Research Triangle Park, 
North Carolina Finance Center, as part of an A-76 competition won by the agency. Previously, all non-
contract (Simplified Acquisitions, utilities, training) invoices were paid by the 10 regional finance 
centers. The consolidation resulted in much greater discipline in the management and internal controls 
through the center’s standardization of standard operating procedures and sophisticated payment 
systems. 

The EPA does not use a statistical sampling methodology in its audit of commercial improper payments 
since each payment is subject to financial review, invoice approval and payment certification. Various 
post audits are performed as well. The following provides a brief summary of process controls in place 
on the agency’s commercial invoice payment process. 

The payment processing cycle requires all invoices be subjected to rigorous review and approval by 
separate entities. Steps taken to ensure payment accuracy and validity, which serve to prevent 
improper payments from occurring include: 1) the Finance Center’s review for adequate funding and 
proper invoice acceptance, 2) comprehensive system edits to guard against duplicate payments, 
exceeding ceiling cost and fees, billing in wrong period of performance dates, and payment to wrong 
vendor, 3) electronic submission to agency Project Officers and Approving Officials, with a copy of the 
invoice, for validation of proper receipt of goods and services, period of performance dates, labor rates, 
appropriateness of payment, citing disallowances or disapprovals of costs if appropriate and 4) review 
by the Finance Center of suspensions and disallowances, if taken, prior to the final payment 
certification for Treasury processing. Additional preventive reviews are performed by the Finance 
Center on all credit and re-submittal invoices. Additionally, agency Contracting Officers perform annual 
review of an invoice on each contract they administer, and DCAA audits are performed at the request of 
the agency on large cost reimbursable contracts. 

Additionally, monthly Finance Center Improper Payment Reports are provided to agency management. 
This information tracks the number and dollar amount of improper payments, the source and reason for 
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the improper payment, the number of preventive reviews conducted, and the dollar amount of 
recoveries made for current and prior years. 

III. Corrective Actions 
As published in previous improper payment reports, the EPA has demonstrated great success at 
maintaining low rates of improper payments in its principle payment streams. In FY 2011, it was 
determined that none of the EPA’s payment streams was susceptible to significant improper payments. 
The agency maintains an internal payment recapture audit program that prevents, identifies and 
recovers improper payments. Of the improper payments that are identified, most of them consist of 
Administrative and Documentation errors, which arise from the incorrect processing of payments. 
Typical root causes of error include payments in the wrong amount, duplicate payments and payments 
to an incorrect vendor. The agency has consistently maintained low rates of improper payments across 
all payment streams. As a result, the EPA emphasizes adherence to sound internal controls, which 
serve to prevent the occurrence of improper payments, and aggressively recovers any that do occur. 

In addition to the agency’s existing improper payment reviews, the EPA initiated an agency-wide effort 
in 2011 to review and verify implementation of the Recovery Act Stewardship Plan, the agency’s 
comprehensive risk assessment and risk mitigation strategy for its ARRA-funded activities. The policy 
verification included a statistical random sample of 110 awards across seven functional areas, including 
grants, contracts, and interagency agreements. Drawing directly from the RASP, the agency developed 
a review protocol based on: 1) the risks identified in the RASP and 2) the associated policies and 
procedures established by the RASP to mitigate each identified risk. Detailed, on-site reviews were 
then conducted for each sample award in the EPA regions, finance centers and headquarters program 
offices. 

A number of review elements, such as indirect cost rate agreements, focus on improper payments. 
Though the report is still pending, once the report is finalized, OCFO will better understand the 
estimated scope of improper payments across all ARRA award activities, as well as corrective actions. 

IV. Improper Payment Reporting 
A) State Revolving Funds 

The SRFs are state-administered programs that provide Federal funds to the states and Puerto Rico to 
capitalize revolving loan fund programs. The states receive invoices from fund recipients (e.g., 
municipalities), review them for eligibility and accuracy, and electronically submit cash draw requests 
for a batch of invoices to the EPA. The agency makes payments to the revolving loan funds and 
conducts annual on-site reviews in each state. The EPA conducts transaction testing, reviews invoices 
for eligibility, confirms that the total amount of invoices matches the amount of cash draw, and 
examines accounting records to confirm that the states made matching deposits. 

Prior to IPERA, the agency established an overall improper payments target of 0.30 percent for the 
SRFs. This target remains an ambitious one, and the EPA has been consistent in meeting it over the 
years. In FY 2011, it was determined that the SRFs made improper payments totaling $14.2 million, 
with an error rate of 0.39 percent, indicating that they remain below the OMB threshold for significant 
improper payments. Historical SRF improper payments data are summarized below: 
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Figure 1: Clean Water and Drinking Water SRFs
(Figures 1-4 provide information on the EPA’s payment streams, supplementing Tables 1-6 from Circular A-136 ) 

Fiscal Year Outlays Improper Payments Error Rate 
2007 $2.3 billion $1.64 million 0.07 percent 
2008 $2.1 billion $8.3 million 0.39 percent 
2009 $1.9 billion $1.1 million 0.06 percent 
2010 $4.8 billion $1.8 million 0.04 percent 
2011 $3.64 billion $14.18 million 0.39 percent 

As a result of transaction testing and its oversight of state activities, the SRF program vigorously 
recovers overpayments. During its annual reviews, the agency tests four base transactions and eight 
ARRA transactions per state, examining all associated invoices. Whenever improper payments are 
identified, the EPA’s financial analysts discuss them with the state during the review. Many of the 
payment errors are immediately corrected by the state or can be quickly resolved by adjusting a 
subsequent invoice. For issues requiring more detailed analysis, the state provides the agency with a 
plan for resolving the improper payments. This agreement is described in the agency's Program 
Evaluation Report, and the EPA follows up with the state to ensure compliance. As a result of this 
process, the SRF program is highly successful at correcting errors and recovering improper payments. 
In the current year, the SRF program achieved a recovery rate of 99.9%. 

Table 1: Improper Payment Reduction Outlook
(Dollars in Millions; Tables 1-6 refer to the corresponding tables in OMB Circular A-136) 

Program FY10 
Outlays 

FY10 
IP% 

FY10 
IP $ 

FY11 
Outlays 

FY11 
IP% 

FY11 
IP $ 

FY11 
Over-
pmt 

FY11 
Under-
pmt 

FY12 
Outlays 

FY12 
IP% 

FY12 
IP $ 

FY13 
Outlays 

FY13 
IP% 

FY13 
IP $ 

FY14 
Outlays 

FY14 
IP% 

FY14 
IP $ 

Clean 
Water and 
Drinking 

Water SRFs 
(1) 

$4,800 

0.30 
target 

0.04 
actual 

$3.5 $3,645 

0.30 
target 

0.39 
actual 

$14.18 $14.17 $0.01 $3,562 
[est.] 

0.30 
target $10.7 

[est.] 
$3,289 
[est.] 

0.30 
target $9.9 

[est.] 
$3,300 
[est.] 

0.30 
target $9.9 

[est.] 

(1) The SRF program is listed here because it is a former Section 57 program of OMB Circular A-11. However, the SRF program 
does not exceed OMB’s threshold for significant improper payments of $10 million and 2.5 percent of program outlays. 

B) Grants 

The EPA continues to monitor grantees to ensure payment accuracy and recover improper payments. 
In Calendar Year 2010, the agency sampled 59 active, nonprofit grantee recipients to identify improper 
payments. Of these 59 grantees, five had actual erroneous payments. 

It should be noted that, similar to the SRFs, the EPA has obtained OMB’s approval to continue using an 
alternative twelve month period for reporting improper payments for grants. The agency uses the prior 
calendar year as its twelve-month reporting period for conducting grantee reviews. In the FY 2011 
improper payments reporting cycle, the EPA is publishing the results of grantee reviews conducted 
during Calendar Year 2010. In Calendar Year 2011, the EPA has expanded its sampling of recipients to 
include state and local governments, universities and tribes, and will publish the result of these reviews 
in the FY 2012 improper payments report. 

Results from the past five reviews are provided in the table below. The table also updates information 
on recovered costs and results from the appeals process for these years. 
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Figure 2: Nonprofit Grantees Review/Audit Results 
Nonprofit Grantees 
Review/Audit 
Results 

CY 2006 
Review 

CY 2007 
Review 

CY 2008 
Review 

CY 2009 
Review 

CY 2010 
Review 

Total dollars drawn $29,373,772 $22,544,462 $120,209,284 $10,258,129 $21,242,755 
Actual erroneous 
payments 
(unallowed costs) 

$39,167 $13,433 $111,329 $12,697 $7,110 

Costs that have 
been recovered 

$19,798 $13,433 $111,329 $4,647 $7,110 

Percent of 
erroneous payments 

0.133% 0.059% 0.093% 0.124% 0.033% 

In addition to the sampling process described above, the EPA maintains internal controls to help 
prevent the occurrence of improper payments in grants. Since 2008, the agency has implemented 
annual “baseline” monitoring of all active assistance agreements that review fund drawdowns for 
appropriateness. As part of the baseline monitoring, each assistance agreement is reviewed 
programmatically by a Project Officer, and administratively by a Grants Specialist. Both the Project 
Officer and Grants Specialist review financial drawdowns for consistency with the project’s duration and 
progress. Any irregularities found are examined with the recipient and further scrutinized when 
warranted. Project Officers also review quarterly reports submitted by recipients, to ensure projects are 
on schedule and progress matches the amount of funding used. Additionally, the EPA's Las Vegas 
finance center routinely monitors grant payments made under the agency's Automated Standard 
Application Payment system for irregularities. 

C) Commercial Payments 

Due to the historical low percentage of improper payments in the contracts and commodities payment 
streams, the EPA relies on its internal review processes to detect and recover associated improper 
payments. Additional post audit findings (OIG, A-123, DCAA) that warrant inclusion of improper 
payments are captured in Table 6 below. The agency continues to use its monthly Improper Payment 
Reports for both contracts and commodities as its primary tool for monitoring improper payments. 
Combined, the agency processed 79,000 commercial payments for $1.9 billion in FY 2011, 
representing an overall improper payments rate of 0.12 percent, with a recovery rate of 99.7 percent. 
Data for FY 2007 through FY 2011 for contracts and commodities are summarized below. 

Contracts: 

Figure 3: Results of the EPA’s Improper Contract Payments Report 
Fiscal Year Number of Erroneous 

Payments 
Erroneous Payments 
(Dollars in Thousands) 

Error Rate for 
Dollars 

2007 14 (of 29,828) $65.3 0.01% 
2008 12 (of 32,043) $324.0 0.03% 
2009 31 (of 35,929) $716.4 0.05% 
2010 35 (of 39,060) $882.6 0.08% 
2011 (1) 21 (of 38,965) $162.9 0.01% 

(1) DCAA audit results are presented in Table 6. 
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Commodities: 

Figure 4: Results of the EPA’s Improper Commodity Payments Report 
Fiscal Year Number of Erroneous 

Payments 
Erroneous Payments 
(Dollars in Thousands) 

Error Rate for 
Dollars 

2007 63 (of 45,859) $176.5 0.06% 
2008 48 (of 43,629) $215.4 0.08% 
2009 32 (of 41, 585) $193.7 0.07% 
2010 34 (of 39,571) $166.3 0.05% 
2011 44 (of 40,083) $2,178.5 (1) 0.67% 

(1) A single overpayment in the amount of $1,664,837 represents 76 percent of all commodities improper payments 
identified in FY 2011. It was paid to the vendor instead of the vendor’s assignee and was immediately recovered. 

V. Recapture of Improper Payments 
The EPA maintains an internal payment recapture audit program run by agency employees who 
continuously monitor the agency’s payment streams to prevent, identify and recover improper 
payments. In FY 2004, the EPA contracted with a recovery auditor to sample a universe of $6.5 billion 
of contracts and commodities outlays. It was determined that the agency made only $50 thousand of 
improper payments during a period of five fiscal years, demonstrating the EPA’s success at preventing 
improper payments. The recovery auditor noted in its final report that “The total recovery represents an 
error rate that is materially negligible in relation to the volume of transactions processed during our 
audit period.” 

Based upon this experience, the EPA determined that it would be preferable to establish an internal 
payment recapture audit program, in lieu of contracting with a recovery auditor. The agency’s payment 
recapture audit program consists of agency employees reviewing grants, contracts, commodities and 
the SRFs for improper payments. No programs or activities are excluded from these reviews.2 

The EPA’s payment recapture audit program has recovered approximately $20.8 million across all 
payment streams. This amount consists of approximately $1.8 million from contracts, $4.0 million from 
commodities (beginning in FY 2004 for each), $156,000 from grants (beginning with the CY 2006 
review), and $14.9 million from the SRFs (beginning with the FY 2010 review). 

2 A-123 reviews of payroll, travel, and purchase cards efforts are an integral internal control mechanism for reducing improper payments, but 
these areas are not required for reporting under IPERA. As they involve payments to federal employees, they are exempt from the definition of 
improper payments, per OMB M-11-16, question 2. 
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Table 2: Payment Recapture Audit Reporting 
(Tables 1- 6 refer to the corresponding tables in OMB Circular A-136) 

Program 
or Activity 

Type of 
Payment 

Amount Subject 
to Review for CY 

Reporting 

Actual Amount 
Reviewed and 
Reported (CY) 

Amount 
Identified for 

Recovery 
(CY) 

Amount 
Recovered 

(CY) 

% of 
Amount 

Recovered 
out of 

Amount 
Identified 

(CY) 

Amount 
Outstanding 

(CY) 

% of Amount 
Outstanding 

out of 
Amount 

Identified 
(CY) 

Amount 
Determined 
Not to be 

Collectable 
(CY) 

% of Amount 
Determined Not 

to be 
Collectable out 

of Amount 
Identified (CY) 

Amounts 
Identified for 

Recovery 
(PYs) 

Amounts 
Recovered 

(PYs) 

Cumulative 
Amounts 

Identified for 
Recovery 

(CY + PYs) 

Cumulative 
Amounts 

Recovered 
(CY + PYs) 

Cumulative 
Amounts 

Outstanding 
(CY+PYs) 

Cumulative 
Amounts 

Determined 
Not to be 

Collectable 
(CY+PYs) 

SRFs (1) grants 3,644,665,300 1,129,881,840 14,165,798 14,154,293 99.9% 11,505 0.1% 0 0% 726,577 726,577 14,892,375 14,880,870 11,505 0 

Grants (2) grants 21,242,755 5,745,676 7,110 7,110 100% 0 0% 0 0% 176,626 149,207 183,736 156,317 27,419 (4) 0 
Contracts 
(3) contracts 1,600,132,236 1,600,132,236 20,570 20,570 100% 0 0% 0 0% 1,772,200 1,772,200 1,792,770 1,792,770 0 0 

Commodities small 
purchases 326,151,314 326,151,314 2,178,910 2,150,810 98.7% 28,100 1.3% 0 0% 1,844,089 1,841,448 4,022,999 3,992,258 31,850 1,200 

(1)	 For the SRFs, in Tables 2-6, “Current Year” refers to the transaction testing conducted during State FY 2010, and “Prior Year” refers to the transaction testing conducted 
during State FY 2009. 

(2)	 For grants, in Tables 2-6, “Current Year” results are from reviews performed in Calendar Year 2010, and “Prior Year” results are from reviews performed in Calendar Years 
2006-2009. 

(3)	 For contracts and commodities, “Current Year” refers to FY 2011, and “Prior Year” refers to FY 2004-2010. 
(4)	 In certain instances, recipients continue to appeal the agency’s unallowed cost determinations for prior years. 

Table 3: Payment Recapture Audit Targets 

Program or 
Activity 

Type of 
Payment 

CY 
Amount 

Identified 

CY 
Amount 

Recovered 

CY 
Recovery Rate (Amount 

Recovered / Amount 
Identified) 

CY +1 
Recovery 

Rate Target 

CY + 2 
Recovery 

Rate Target 

CY + 3 
Recovery Rate Target 

SRFs Grants $14,165,798 $14,154,293 99.9% 87% 89% 90% 
Grants Grants $7,110 $7,110 100% 80% 85% 87% 
Contracts Contracts $20,570 $20,570 100% 90% 91% 92% 
Commodities small purchases $2,178,900 $2,150,800 98.7% 90% 91% 92% 
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Table 4: Aging of Outstanding Overpayments 

Program or 
Activity 

Type of 
Payment 

CY Amount Outstanding 
(0 – 6 months) 

CY Amount Outstanding 
(6 months to 1 year) 

CY Amount Outstanding 
(over 1 year) 

SRFs (1) grants $11,505 $0 $0 
Grants (2) Grants $0 $0 $0 
Contracts Contracts $0 $0 $0 
Commodities small purchases $28,100 (3) $0 $0 

(1)	 For the SRFs, “Current Year” data refers to the state reviews conducted during State FY 2010. This table shows amounts outstanding for the 
SRFs, beginning Oct. 1, 2010. 

(2)	 For grants, “Current Year” results are from reviews performed in Calendar Year 2010. 
(3)	 Three commodities overpayments were detected in September 2011, totaling $28,100. They will be recovered in FY 2012. 

Table 5: Disposition of Recaptured Funds 

Program or 
Activity (1) 

Type of Payment Agency Expenses to 
Administer the Program 

Payment 
Recapture 

Auditor Fees 

Financial 
Management 
Improvement 

Activities 

Original 
Purpose 

Office of 
Inspector 
General 

Returned to 
Treasury 

SRFs grants $66,994 $0 $0 $0 $0 $0 
Grants (2) grants $23,183 $0 $0 $0 $0 $0 
Contracts contracts $17,123 $0 $0 $0 $0 $0 
Commodities small purchases $13,528 $0 $0 $0 $0 $0 

(1)	 No recoveries originated from expired funds appropriated after the enactment of IPERA. Therefore, all recoveries were returned to their original appropriation. 
(2)	 Since the SRFs are revolving loan funds, all SRF recoveries are automatically returned to the program (per OMB’s guidance).   

Table 6: Overpayments Recaptured Outside of Payment Recapture Audits 

Source of Recovery Amount 
Identified 

(CY) 

Amount 
Recovered 

(CY) 

Amount 
Identified 

(PY) 

Amount 
Recovered 

(PY) 

Cumulative 
Amount 

Identified 
(CY+PYs) 

Cumulative 
Amount 

Recovered 
(CY+PYs) 

SRF Single Audit 
Reviews 

$10,504 $10,504 n/a n/a $10,504 $10,504 

SRF state testing $379,758 $379,758 n/a n/a $379,758 $379,758 

DCAA Audits (1) $97,198 $97,198 n/a n/a $97,198 $97,198 
(1) As shown in the “Defense Contract Audit Agency Audits” section of the AFR, $97,198 was collected. Of the $2,538,189 reported as “Other”, $1,979,255 is related 

to indirect cost rate adjustments, which are not considered to be improper payments since contracts are allowed to bill at a provisional indirect cost rate. The 
remaining $558,934 is subject to further review due to late receipt of information. 
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VI. Accountability 
As previously outlined, the agency continues to strengthen already strong internal controls in 
key payment processes. Information on erroneous payments from reviews and audits of the two 
SRFs, the EPA’s largest grant programs, is reported semi-annually to management in both the 
Office of Water and the OCFO. In all cases, action is taken with the appropriate officials to 
ensure that improper payments are recovered and to avoid future improper payments. 

VII. Agency Information Systems and Other Infrastructure 
The agency’s internal controls, human capital, information systems and other infrastructure are 
sufficient to monitor the reduction of improper payments to targeted levels. 

VIII. Barriers 
None. 

IX. Conclusions 
The agency’s internal payment recapture audit program has been highly effective at identifying 
and recovering overpayments. In the first year of IPERA reporting, all of the EPA’s payment 
streams have already exceeded OMB’s recovery target rate of 85 percent by FY 2013. Although 
the agency’s payment streams continue to demonstrate low levels of risk for improper 
payments, the EPA plans to continue assessing risk annually. 

In addition, the agency commits to the following activities in FY 2012: 

•	 Maintain a higher level of sampling for SRF base funding by reviewing at least four cash 
draws per state per year. 

•	 Report results from the expanded Calendar Year 2011 review of state and local 
government, university, tribe and nonprofit grantees. 
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The EPA invites the public to access its newly redesigned website at  www.epa.gov  to obtain th e 
latest environmental news, browse agency  topics, learn about environmental conditions in their   
communities, obtain information on interest  groups,  research laws and regulations, search 
specific program areas,  or access  the EPA’s historical database.  
 
American Recovery and Reinvestment  Act of  2009:  www.epa.gov/recovery   
EPA newsroom:  www.epa.gov/newsroom  
•     News releases:  www.epa.gov/newsroom/newsreleases.htm  
•     Regional newsrooms:  www.epa.gov/newsroom/#regions  

Laws, regulations,  guidance  and dockets:  www.epa.gov/lawsregs  
•     Major environmental laws:  www.epa.gov/lawsregs/laws/index.html  
•     EPA's Federal Register  website: www.epa.gov/fedrgstr  

Where you live:  www.epa.gov/epahome/whereyoulive.htm  
•     Search your community:  www.epa.gov/epahome/commsearch.htm  
•     EPA regional offices:  http://www.epa.gov/epahome/regions.htm  
 
Information sources:  www.epa.gov/epahome/resource.htm  
•     Hotlines and clearinghouses:  www.epa.gov/epahome/hotline.htm  
•     Publications:  www.epa.gov/epahome/publications.htm  

Education resources:  www.epa.gov/epahome/students.htm  
•     Office of Environmental  Education:  www.epa.gov/enviroed  

About EPA:  www.epa.gov/epahome/aboutepa.htm  
•     EPA organizational structure:  www.epa.gov/epahome/organization.htm  

EPA programs  with a geographic focus: www.epa.gov/epahome/places.htm  
 
Partnerships:  www.epa.gov/partners  
•     Central  Data Exchange: www.epa.gov/cdx  
•     Business Guide to Climate Change Partnerships:  

www.epa.gov/partners/Biz_guide_to_epa_climate_partnerships.pdf  

EPA for business and nonprofits:  www.epa.gov/epahome/business.htm  
•     Small Business  Gateway: www.epa.gov/smallbusiness  
•     Grants, fellowships,  and environmental financing: www.epa.gov/epahome/grants.htm  

Budget and performance:  www.epa.gov/performance/  
 
Careers:  www.epa.gov/careers  
•     EZ Hire:  www.epa.gov/ezhire  

EPA en Español:  www.epa.gov/espanol  
EPA : www.epa.gov/chinese  
EPA : www.epa.gov/chinese/simple/   
EPA tiếng Việt:  www.epa.gov/vietnamese  
EPA : www.epa.gov/korean  
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AFR Agency Financial Report 
APR Annual Performance Report 
ARRA American Recovery and Reinvestment Act 
ASSERT Automated System Security Evaluation and Remediation Tracking 

BPD Bureau of Public Debt 

CBI Confidential Business Information 
CERCLA Comprehensive Environmental Response Compensation and Liability Act 
CFC Cincinnati Finance Center 
CFO Chief Financial Officer 
CO Contracting Officer 
CPC Contractor Property Coordinator 
CPIC Capital Planning and Investment Control 
CWA Clean Water Act 

DCAA Defense Contract Audit Agency 
DHS U.S. Department of Homeland Security 
DOJ U.S. Department of Justice 
DOT U.S. Department of Transportation 
DWSRF Drinking Water State Revolving Fund 

EAS U.S. Environmental Protection Agency Acquisition System 
ECHO Enforcement and Compliance History Online 
EPA U.S. Environmental Protection Agency 
EPM Environmental Programs and Management 

FAS Fixed Assets Subsystem 
FASAB Federal Accounting Standards Advisory Board 
FBWT Fund Balance with Treasury 
FECA Federal Employees Compensation Act 
FERS Federal Employees Retirement System 
FFDCA Federal Food, Drug and Cosmetic Act 
FFMIA Federal Financial Management Improvement Act of 1996 
FIFRA Federal Insecticide, Fungicide and Rodenticide Act 
FISMA Federal Information Security Management Act 
FMFIA Federal Managers’ Financial Integrity Act of 1982 
FQPA Food Quality Protection Act 
FSSRC Federal Standing Science Review Committee 
FY Fiscal Year 

GAAP Generally Accepted Accounting Principles 
GAO Government Accountability Office 
GIS Geographical Information System 
GSA U.S. General Services Administration 

HPV High Production Volume 

ICIS Integrated Compliance Information System 
ICR Information Collection Request 
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IFMS Integrated Financial Management System 
IP Improper Payment 
IPERA Improper Payments Elimination and Recovery Act 
IPIA Improper Payments Information Act 
IRIS Integrated Risk Information System 
IUR Inventory Update Reporting 

LUST Leaking Underground Storage Tank 

NAS National Academy of Sciences 
NPDES National Pollutant Discharge Elimination System 
NPL National Priorities List 

OCFO Office of the Chief Financial Officer 
ODD Operating Division Director 
OECA Office of Enforcement and Compliance Assurance 
OEI Office of Environmental Information 
OFM Office of Financial Management 
OIG Office of the Inspector General 
OMB Office of Management and Budget 
OPM Office of Personnel Management 
ORD Office of Research and Development 

PAH Polyaromatic Hydrocarbon 
PAR Performance and Accountability Report 
PCBs Polychlorinated Biphenyls 
PCOWS Partnership Council of the Office of Water and States 
PCS Permit Compliance System 
PM Performance Measure 
PMN Pre-Manufacture Notice 
PP&E Plant, Property and Equipment 
PRP Potential Responsible Parties 

QIC Quality Assurance/Quality Control 

R&D Research and Development 
RA Remedial Action 
RAM Regional Acquisition Manager 
RASP Recovery Act Stewardship Plan 
RCRA Resource Conservation and Recovery Act 
RMDS Resource Management Directives System 
RP Responsible Party 
RTP Research Triangle Park 

SARA Superfund Amendments and Reauthorization Act of 1986 
SDWA Safe Drinking Water Act 
SDWIS Safe Drinking Water Information System 
SFFAS Statement of Federal Financial Accounting Standards 
SNUR Significant New Use Rule 
SRF State Revolving Fund 
SSC Superfund State Contracts 
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STAG State and Tribal Assistance Grants 

TMDL Total Maximum Daily Load 
TSCA Toxic Substances Control Act 
TVA Tennessee Valley Authority 
TWG Targeted Watershed Grants 

UST Underground Storage Tanks 
UV Ultraviolet 

WCF Working Capital Fund 
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WE WELCOME YOUR COMMENTS!
 

Thank you for your interest in the U.S. Environmental Protection Agency’s Fiscal Year 2011 Agency 

Financial Report. We welcome your comments on how we can make this report a more informative 

document for our readers. We are particularly interested in your comments on the usefulness of the 


information and the manner in which it is presented. Please send your comments to: 


Office of the Chief Financial Officer 

Office of Financial Management 


Environmental Protection Agency 

1200 Pennsylvania Ave., NW 


Washington, D.C. 20460 


This report is available on OCFO’s home page at 

http://www.epa.gov/planandbudget/ 


Printed copies of this report are available from the EPA's National Service Center for Environmental
 
Publications at 1-800-490-9198 or by email at nscep@bps-lmit.com.
 

U.S. Environmental Protection Agency
 
Fiscal Year 2011 Agency Financial Report
 

EPA-190-R-11-008
 
November 15, 2011
 

http://www.epa.gov/planandbudget/
mailto:nscep@bps-lmit.com



